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The vice-president in charge of purchases says: “‘The way business 


is conducted today, I couldn’t function without Long Distance.” 


PROMPT AND EFFICIENT 


BUYING BY 


TELEPHONE 


brings important savings to this large company 


THE Procter and Gamble Company manu- 
factures approximately 100 brands of soap, 
and numerous allied products. Raw mate- 
rials—cottonseed oil, tallow, greases, palm 
oil, marine tallow, coconut oil, chemicals, 
equipment, supplies—are bought from 
brokers and agents in all parts of the world. 

Constant telephone contact is maintained 
between the purchasing department in Cin- 
cinnati and these dealers. Officials state that 
prompt and efficient buying by telephone 
often means the satisfactory differential 
between profit and loss. 


The vice-president in charge of purchases 


shops by telephone from San Francisco to 
New York, without leaving his desk! “I use 


Long Distance primarily because of the 


instant service, and the satisfaction of 
consummating the trade itself quickly 
and efficiently,” he says. Several times 
a year, he handles important transactions 
in England and Norway by Overseas 
Telephone Service. 

Long Distance is the modern and econom- 
ical way to conduct business between men in 
different cities. It is profitably used by com- 
panies of every size in sales, production, 
traffic, credit and other matters. 

The Bell System has developed a Tele- 
phone Plan of Market Coverage to help its 
customers increase their business and cut 
costs. An experienced telephone representa- 
tive will gladly help you custom-fit its fea- 


tures to the specific needs of your company. 


JUST CALL YOUR BELL TELEPHONE BUSINESS OFFICE 
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In Coming Issues 
A A A 


Corporate Earnings and the Leverage Factor 


AThe simplest form of capital structure is usually a de- 
cided advantage, but there are times when the common 
stock holder is in a better position if his company has 
outstanding a more or less intricate capitalization. Par- 
ticularly is this so during a period of rising earnings, when 
the owner of the common shares has the factor of “lever- 
age” working for him. A discussion of this situation will 
appear shortly, and will include a tabulation of earnings 
of prominent corporations with respect to earnings in- 
creases on common stocks accruing from given percentage 
changes in total earnings. 


The Aviation Companies and 1932 


ASome of the aviation companies last year were able to 
better the showing made in 1931, whereas others found it 
necessary to report wider losses. Results were by no 
means uniform, and indications are that the current year 
will see further divergences within the industry. The 
situation is rapidly changing by virtue of curtailment of 
government purchases, the threat of an 8-cent air mail 
postage rate, and other factors which will probably have 
an important bearing upon individual companies. An 
analysis will appear soon. 


Earnings Off 19 Cents, Price Off $23 


4A 4 per cent decline in net earnings of one of our promi- 
nent industrial companies resulted in a decrease of 19 cents 
per share of common stock, yet the depreciation in the 
price of this issue amounts to about $23 from 1931 quota- 
tions, and a dividend which is moderately well protected 
affords a yield of more than 9 per cent. The slight drop 
in profits does not mean that the company is retrogressing, 
for last year it made important strides in its field, and in 
addition strengthened its financial position by the addition 
of several million dollars to working capital. Present 
prices, it is interesting to note, are only about 81% times 
average earnings shown over the past five years. 
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Confidence Year by Year 


The measure of success of a business is its record over a period vi 


Bl 


of years including poor as well as prosperous times. There 
were 23,837 new registered investors in Associated securities 
during 1931, and 30,345 during 1930. The number continues 
to grow during 1932. 


SECURITY HOLDERS 
ASSOCIATED GAS & ELECTRIC SYSTEM 2aol 
REGISTERED SECURITY HOLDERS 
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Security Holders Abroad sin 
United States Possessions 
Europe . 1 
Asia 
Other Countries... él CUSTOMER-INVESTORS a 
240 
8% Eight Year Gold Bonds ke A 
The 8% Eight Year Gold Bonds (participating condi- nal 7 
tionally to 10%) of the Associated Gas and Electric Cor- j 
poration (a subsidiary of Associated Gas and Electric 192425 26 27 28 29 30 31 | 


Company) now being offered, are available in denomi- 
nations as low as $10. Initial interest is 84%. Interest on | 


See your security dealer 
partial payments is 7%. These bonds are direct obliga- or 


tions of Associated Gas and Electric Corporation and are circular, to which refer- 
being offered instead of previously announced Guaran- ence is hereby made, | 
teed 8% Eight Year Gold Bonds of its parent, Associated for complete details. 

Gas and Electric Company. 


Associated Gas and Electric Securities Company 


INCORPORATED 


oe 61 Broadway New York City 
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WORLD 


The Financial World was established to diffuse the truth about investments, has con- 

stantly maintained this attitude, and will continue to do so, confident in its belief that 

as long as it clings to this ideal it can count upon the support of the investing public. 
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The Trend of Things 


Factor of money ease ignored as bonds follow stock prices — Automobile output 

up as Ford assumes leadership — Gains not yet affecting steel industry, which 

still operates at 22 per cent — New building gained slightly at month-end, but 

March total was extremely small — Commodity prices decline again, and drops 
are shown by freight traffic and electric output 


interest during the month of March furnish little 

ammunition for those who would attempt to prove 
that short selling helps to stem falling prices. The month 
was largely one of declining prices, yet the total short 
position was larger at the month-end than at the begin- 
ning. Subsequent action of the market indicates that 
little or no difficulty (as a result of the April 1 stock loan 
tule) apparently confronts short sellers who must borrow 
stock for delivery, and loaning rates have easéd perceptibly 
snce the month began. 


PPinerese on the New York Stock Exchange short 


HE action of the commodity price indexes has been 
far from satisfactory, with a continuation of the de- 
dine reflecting fresh weakness in copper, foodstuffs, 
sugar and other minor items, which more than offset 
wattering gains in other directions. Steel prices have 
held remarkably well in recent, weeks, however; particu- 


larly in light of the lack of activity in that industry. 
Steel operations last week remained at 22 per cent of 
capacity, unchanged from the preceding week, but con- 
ditions appear to favor gains later in the month. 


NOTHER drop in coal traffic accounted for most of 
A the decline in freight car loadings, although mer- 
chandise and miscellaneous loadings showed an unseasonal 
decrease of 4,900 cars. Electric power output at this 
time last year was enjoying the benefits of seasonal gains 
in general business, gains which are now largely absent. 
Consequently figures on current output have been showing 
increasingly large declines from the level of corresponding 
weeks of 1931, with the spread now amounting to 11.9 
per cent as against a drop of only 5.7 per cent for the 
month of January. Our Index of Industrial Production, 
influericed by a fairly good gain in automobile production, 
has risen slightly and is now at 44.0. 


A444 THE TREND OF MARKET VALUES AND LOANS 44 4 
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reflects the ane “Market Value” trend lines show the actual market valuation of all stocks listed on the New York Stock Exchange; the solid line 
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Th gures reported once a month by the Stock Exchange, whereas the dotted line shows the week-to-week compilation by THE FINANCIAL 

€ an Ratio "’ expresses the percentage of brokers’ loans (to Stock Exchange members) to total market value of securities listed; the 
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Securities Outlook 

HE action of the security markets last 

week can hardly be attributed to any 
ehange in the business situation, either 
current or prospective, and the stock 
market in particular appears largely to 
have lost whatever barometric value it 
may have had in the past. By far the 
greater bulk of stock transactions in 
recent weeks emanated from the profes- 
sional element, and it was but natural 
that these interests, who would be most 
seriously affected by enactment of the 
proposed increase in the stock transfer 
taxes, should turn sellers of securities for 
both long and short account. Of course, 
the proposal that income received in the 
form of dividends also be taxed under the 
new bill, is highly disturbing from the 
investment aspect of the situation, and 
to this can probably be attributed the 
recent declines in numerous good pre- 
ferred stock issues. It is fervently hoped 
that the Senate, in its consideration of the 
various phases of the House’s tax crea- 
tion, will take full cognizance of the 
action of the security markets following 
the offering of the bill to the public, and 
will see the obvious wisdom of rejecting 
those portions which place an inequitable 
burden upon stocks and bonds. 

From the standpoint of business and 
earnings, there is little in the situation 
which would appear to warrant materi- 
ally lower stock prices than those which 
have been witnessed in the recent past. 
Prices are already down to levels which, 
in numerous instances, would still be too 
low even if no change in corporate earn- 
ings were to be seen for the next year. 
Retention of good securities is therefore 
justified, and the time for more extensive 
acquisition of promising issues may not 
be far removed. 


aaa 
Business Prospect 


ENTIMENT in the Wall Street dis- 
trict last week sank to a new low, but 
fortunately the entire country does not 
share the feeling of despair. The business 


Before You Change Your 
Address please notify us 
two weeks in advance © 


Give us your old address and the 
time when you wish to have 
change take effect. 


Remember—your postmaster will 
not forward magazines or our 
Independent Appraisals. 


situation, generally speaking, has shown 
no net change, but here and there some 
signs of encouragement are to be found. 
Last week’s rise in business failures, for 
instance, was smaller than seasonal, 
automobile output is increasing (although 
it is yet too early to obtain an accurate 
line on sales response), new building 
operations in the latter part of March 
were up nearly 10 per cent over the 
middle of the month, and retail sales have 
been stimulated somewhat by more 
seasonable weather. Offsetting factors in 
other lines, however, force one to the 
conclusion that the general trend is still 
inconclusive. 

The attitude most strongly prevalent 
throughout the business structure is one 
of hopeful waiting; the expectation is 
that by the end of this month we will be 
able to distinguish signs of the inaugura- 
tion of a belated revival in trade activity 
which will carry over later into the sum- 
mer than is usually the case. If such a 
development actually does occur, it will 
be in spite of Congressional action rather 
than because of it, for no Congress in 


THE FINANCIAL WORLD INDEX OF INDUSTRIAL PRODUCTION 


Average of 1925-1928—100 


Jan. Feb. Mar. Apr. May June July Aug. Sent. Oct. Nov. Dee. 
Index Index 
100 Neat 100 
% 
90 90 
80 80 
|, 
4 
60 |} — 1931 60 
1932 
50 50 
40 40 


Tue Components: This is an unweighted index of five sensitive series of industrial activity; 
new building contracts, electric power production, automobile output, steel mill activity, and 


merchandise, miscellaneous and less-than-carload freight traffic. 


Adjustments have been made 


for normal seasonal variation, and the average for the four years 1925-1928 is used as the base. 
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cial and business circles a more 
nounced case of ‘‘jitters” than is ¢ 
rently being witnessed. Regrettable as j 
may seem, the conviction is inescapahi 
that the sooner Congress adjourns {j, 
better it will be for business, 


AAA 
New Construction 


EF! NAL figures for the month of Marth 

(Dodge data) show that Construction 
contracts were awarded at the aye 
daily rate of about $4.15 millions as against 
$3.87 millions for February and $149 
millions for March of last year, amouy, 
ing to only 29 per cent of the latter figure 
The gain from February to March wy 
only about 7 per cent, whereas the normal 
increase should be in the neighborhoo 
of 30 per cent. One does not have to sec} 
far to find the reasons for the tremendoys 
decline from even the subnormal levels oj 
a year ago. Mortgage money js still 
extremely difficult to obtain, and m. 
merous sections of the country appear stil 
to be overbuilt, explaining the drop of 
68 per cent in residential building an 
60 per cent in non-residential constrys 
tion. In the public works and utilities 
field, the 80 per cent decline reflects re. 
trenchment on the part of municipalities 
and the difficulty of obtaining new capital, 
In the first quarter of this year, fo 
instance, new public financing (excluding 
municipals) was 87 per cent under the 
level of the same months of 1931, accord. 
ing to one estimate amounting to only 
$130 millions as against $1 billion a year 
ago. While surplus facilities exist in 4 
number of areas, pronounced shortages 
are found in others and a strong backlog 
of necessity for repairs and improvements 
is being built up throughout the country, 
Greater ease in obtaining needed finane- 
ing would release much work of this 
type, and an improvement in the capital 
markets would probably be shortly fol 
lowed by an increased volume of building 
of all types. 


AAA 


Credit Situation 


ONTINUED liquidation of banking 
credit is disclosed by the Feder 
Reserve member bank report for the 
week of March 30, with loans of all cate 
gories reduced and the investment #& 
count showing a net decline of $6 million. 
Deposits (other than government), how 
ever, were up $103 millions, a gain whit 
may be regarded as impressive in vier 
of the pronounced downward trend it 
evidence during the past year. Comme: 
cial loans dropped $34 millions, reflecting 
the stagnant state of business and, pt 
haps, the desire on the part of some ins 
tutions for even greater liquidity. Loa 
on securities by all reporting membe 
banks were down only $9 millions, bi! 
analysis of the individual district changs 
shows a reduction of $87 millions in t 
Chicago area and carries the inferent 
that no insignificant amount of securité 
pressed for sale during that week cal 
from liquidation of collateral secumt 
loans made by the banks in that distnt 
Developments last week went far 
dim the chances of passage of the pi 
posed veterans’ bonus payment, and! 
naturally goes without saying that th 
weight of probability of chaos and d 
ruption has thereby been lifted from the 
credit outlook. An attempt to raise 
(Please turn to page 31) 


THE FINANCIAL WORD? 


— 
| 
Bic 
ey 
nt years has been abl 
ad 
: 
fe 
SV 


March 
truction 
average 
against 
d $14) 
Amount. 
figure 
rch wa 
> Normal 
borhood 
> to seek 
nendous 
levels of 
is stil 
ind nv. 
ear stil 
drop of 
ing and 
onstruc. 
Utilities 
lects re 
i palities 
Capital, 
ear, for 


cluding 
der the 


ist in a 
lortages 
backlog 
vements 
ountry. 


finane- 


of 


capital 
rtly fol. 
building 


Corporate — and Stock Prices 


The progress made by many corporations in expanding their business and strength- 
ening their financial structures in the past decade has permitted stock prices to 
remain above the levels of the last major depression in 1921. Are these higher 


the banker and broker are at a loss 
to explain to customers the low levels 
to which security prices have sunk, there 
is too often the tendency to seek the easy 
way out by simply stating that they have 
been seeking their proper level. There 
are others, generally found among com- 
mentators in the daily press, who can 
produce the sensational by the simple 
process of multiplying the expansion of 
share ‘capitalization and prove that a 
stock is still selling higher than it was 
years ago when the earnings per share 
were at the same rate. These data are 
readily accepted by those profiting from 
bear operations, and they are not slow 
to spread the propaganda. The disrup- 
tion in such periods of the usual standards 
by which security values are measured 
quite naturally leads to confusion. If 
there is anything that serves to typify 
that condition it is the prevailing public 
apathy toward making investments, 
which creates a dull, irregular and dis- 
orderly market. 
Common sense should tell us that the 
progress made by our leading corpora- 
tions in the past ten years has added to 


[' THE depths of a depression when 


prices justified? 


By WILLIAM J. HEALY 


Vice-President, Tur FINANCIAL WORLD 


rather than detracted from the value of 
their securities. The prostration of trade 
that has temporarily destroyed earning 
power is accepted with a finality when 
demands are made upon reason in ap- 
praising the worth of a security. We do 
not judge other things in life by the same 
process of reasoning, and we will live to 
learn of this mistake when we review the 
developments of the next several years. 
Bobby Jones has not won any trophies 
this past year, but who will say he is not 
still a good golfer? Because your auto- 
mobile was not taken out of the garage 
to-day does not say that it will not run 
to-morrow. Though we did not buy 
clothes, houses and food last year in the 


amount we are accustomed to demand 
does not indicate a new era in which we 
will have no need to replenish our supply 
of these necessary goods. It is this last 
factor that is ever bringing us closer to 
the point where there will be no choice; 
we will have to buy to live. The progress 
through this procession of events is trying 
and tedious, but there is only one way 
it eventually and most certainly will work 
out. When we reach this stage of desired 
normalcy there is no question but that earn- 
ings will be restored to financially strong 
and well equipped business enterprises. 
The stagnation of trade in 1921 is the 
last period comparable to our present 
dilemma, and is popularly seized upon to 
place earnings and stock prices in the 
balance. These comments are not al- 
ways biased or prejudiced in selecting 
the stock for attack, because they are 
found rambling throughout the entire list. 
There is little weight in picking out 
those issues representing companies that 
have been in a decadent trend, for they 
show too clearly the outstanding weak- 
ness in their inability to earn, and the 
wasting assets that are an invitation to 
(Please turn to page 27) 


COMPARATIVE PRICES AND VALUES OF LEADING STOCKS 
—Prices— Price Times Earns. Shares Outstanding Net Working Capital 
*1921 Recent 1921 1931 1921 1931 1921 1931 
10 46 8.0 10.3 153 841 $3,265 $17,460 
34 62 14.8 9.2 2,143 2,401 65,171 143,068 
7 10 6.9 10.6 260 1,361 23,952 28,029 
ee hae ances 4 54 8.5 10.6 412 2,474 29,736 36,573 
American Safety Razor................ 14 21 18.4 4.8 800 1,192 3,178 
American Tobacco........... 28 65° 3.3 7.2 890 4,687 82,638 135,709 
ES eee re 16 4 3.4 D 200 843, 17,751 18,113 
40 15 3.5 D 599 3,200 87,748 116,310 
20 35 7.4 10.0 214 4,406 8,505 43,647 
10 97 5.5 8.2 500 1,000 1,109 13,957 
6 32 9.2 9.8 135 1,733 2,832 30,706 
12 37 6.4 11.3 498 2,530 29,335 46,357 
10 42 45.7 9.8 620 11,066 46,856 110,456 
Electric Storage Battery............... 20 25 5.4 8.2 200 906 15,398 22,958 
General Electric..................005- 7 16 8.1 12.0 1,700 28,845 151,069 190,604 
5 14 D 7.0 21,000 43,500 97,621 273,916 
15 4 4.3 D 200 1,597 2,962 11,159 
International Harvester................ 15, 18 D D 950 4,409 152,047 224,567 
International Nickel................... 2 7 1.3 31.8 1,673 14,584 15,620 25,451 
5 14 4.2 8.3 160 5,518 9,226 13,662 
30 45 5.4 6.5 335 3,137 61,805 151,122 
6 29 D 9.2 80 548 5,558 6,134 
32 12 7A 5.7 300 1,909 46,538 62,367 
Na aes 7 12 10.0 6.7 55 2,730 14,130 37,077 
6 33 7.6 11.5 292 6,286 13,357 35,868 
6 12 6.4 6.0 140 2,000 13,158 23,130 
10 4 D D 675 4,280 3,354 5,911 
8 32 5.0 8.8 2,400 10,000 74,874 128,242 
12 25 D 10.1 1,000 4,994 52,814 92,280 
he ae 13 5 2.0 23.8 600 1,905 28,726 16,558 
Texas Gulf Sulphur.................-. 6 20 7.5 5.7 635 2,540 2,597 18,016 
Underwood Elliott..................... 31 14 13.4 7.8 90 697 9,013 12,922 
17 24 11.0 12.0 ,660 9,001 62,030 69,988 
37 20 5.6 8.6 ,000 2,925 11,298 30,516 
50 35 31.4 D 083 8,703 485,183 430,652 
7 37 4.0 8.8 650 9,750 27,195 52,633 
* Adjusted to present price for split-ups and stock dividends. D Deficit. 
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Life Insurance 
the Investment Portfolio 


By A. WESTON SMITH, Jr. 


Associate Editor, THe FINANCIAL WoRLD 


HE storm is passing. The time 
has come to mend fences and recon- 
struct the investment portfolios which 
are impaired by security price declines 
and dividend reductions and omissions. 
First the débris must be cleared 
away. To the investor this means that 
doubtful speculations must be sacri- 
ficed, that foolhardy commitments 
made in that period of easy acquisi- 
tiveness must be eliminated. Once 
this is accomplished it is possible to 
uncover the securities which still have 
intrinsic value, and these can be sorted 
to conform with the superstructure of 
a well balanced investment portfolio. 

A program which comprises one- 
fourth sound bonds, one-fourth sound 
preferreds, ‘one-fourth sound common 
stocks and the balance in speculative 
securities affords well-rounded diversi- 


ments and income any more than any two 
can be found who have the same weight 
height and features. But this does not 
mean that a general tabulation can not 
be evolved which will serve as an aid to 
the investor who would pursue this ide 

The tabulation below has been worked 
out along the general premise 


Our forbears thought of life 


insurance only as protection. . . 


that an individual should carry 
~ total life insurance of from four 
to seven times his annual income 
from all sources, depending upon 
his personal financial status, 


For Normal Persons 


This tabulation applies to prac. 
tically any normal American 
citizen who has a family, estab- 
lishes a home and aims toward 
financial independence in old 
age. It carries him from the 
time his income is $1,000 per 
year through the period in which 
his salary increases and he grad- 
ually accumulates a home and 
investments. This is a_theo- 
retical study which is subject to 
many exceptions such as the age 
of the individual, his dependents, 


fication, satisfactory income and an 
opportunity for speculative profit. But 

in a period of reconstruction following a 
severe onslaught on investments the indi- 
vidual should go beyond his investment 
portfolio in putting his financial house in 
order. He must consider all tangible 
assets including real estate, personal prop- 
erty, life insurance, and savings; but most 
especially life insurance. 

Customs Handed Down 


Precedent, or the customs handed down 
by our forebears, has taught us to con- 
sider life insurance apart from other in- 
vestments. This understanding can easily 
be traced to the interpretation of life 
insurance as protection for the family 
against the loss of the head of the house- 
hold. During the past generation, how- 
ever, the aspects of life insurance have 
broadened. Long experience on the part 
of the country’s largest underwriters has 
evolved new uses and new application of 
life insurance, and today, in addition to 
affording protection, a life policy can be 
used to solve numerous individual finan- 
cial problems, whether it be the matter of 
savings for a specified purpose, the build- 
ing of a fortune, or income. It is because 
of its flexibility in meeting the require- 
ments of any individual that life insurance 
is rapidly being recognized as an integral 
part of an investment program. 

In mending his fences and reconstruct- 
ing his investment portfolio, the investor 
will do well to consider, therefore, some of 
the possibilities of life insurance as applied 
to his financial program.. Rather than 
regarding life insurance as something 
apart from the securities in his portfolio, 
the investor who is committed to the 
‘“‘get-rich-slow”’ (but sure) method of 
estate building should synchronize his 
investment plans with the expansion of 
his life insurance holdings. By so doing 


6 


he will achieve what probably is the 
closest approach to perfect balance be- 
tween safety and risk, the latter repre- 
senting speculation or the opportunity for 
profit. 

Unfortunately there is no ‘‘rule of 
thumb” measure which will accurately 
determine how each individual should 
proceed to reconstruct his investment 
portfolio with a proper amount of life 
insurance. Each person in representing a 
different age, a different income, and a 
different category so far as his property 
and investments are concerned, is con- 
fronted with a personal problem which’ 
ean only be solved by individual consid- 
eration. No two investors of the same age 
ean be found who have the same invest- 


and his prospects for future 
earning power. 

The question of age, for example, will 
often change the amount of insurance 
which it is advisable for a person to con- 
sider. While young, an individual is limited 
by income, and as he grows older the cost 
gradually increases until it becomes pro- 
hibitive. The table on page 31 outlines 
the gradual increase for non-participating 
ordinary life insurance without any fea- 
tures, such as disability or double. indem- 
nity, but it measures the rise of the 
price of insurance and cautions the indi- 
vidual to seriously consider extending his 


life insurance while he is young and in 


good health. In the last analysis, life 

insurance is based on health and this 

factor can not be overlooked in shaping 
(Please turn to page 31) 


HOW MUCH LIFE INSURANCE SHOULD | CARRY? 


I Il Ill IV 
Annual (Own home 
Income (No property (Own home) (Own home and well 
From All or other but no and some diversified 
Sources: investments) investments investments) investments) 
I $4,000 $5,000 $6,000 $7,000 
8,000 10,000 12,000 14,000 
12,000 15,000 18,000 21,000 
16,000 ,000 24,000 ,000 
20,000......... 25,000 30,000 35,000 
24,000 30,000 36,000 42,000 
RT 32,000 40,000 48,000 56,000 
Saeed 40,000 59,000 60,000 70,000 
60,000 75,000 90,000 405,000 
80,000 100,000 120,000 40,000 
100,000 125,000 150,000 175,000 
aan 120,000 150,000 180,000........ 210,000 
160,000 200,000 240,000 280,000 
RIES 200,000 250,000 300,000 350, 
300,000 375,000 450,000 525,000 
ane 400,000 500,000 600,000 700,000 
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Railroad Earni Outlook 
Earnings Outloo 
eight, 

not 

Fy February reports show many instances of substantial gains in net operating in- 

ideal come. However, the continued decline in traffic and gross revenues remains as 

orked a depressing market influence. What are the prospects for coming months? 

carry 

1 four By GEORGE H. DIMON 

1come Editorial Staff, Taz Financia, 

upon 


of railroad stock prices to the lowest 

levels of the present century, re- 
flecting quotations of many issues at the 
lowest prices in history and of most 
others in this group at levels substantially 
below any recorded for the last 25 years 
or more, directs attention to the 1932 
earnings prospects of the American steam 
carriers. The renewal of the decline in 
rail stock prices came at a time when 
the latest current earnings information 
contained much which seemed, super- 
ficially at least, decidedly encouraging. 
The monthly operating statements for 
February include many instances of net 
operating income showing increases over 
the corresponding month of last year. 
Plus signs have been very rare in railroad 
reports in the past two years. A study 
of the reports for February and the first 
two months of 1932 should, therefore, 
reveal much of interest in regard to re- 
sults currently being shown by the im- 
portant carriers and the prospects for the 
remaining months of 1932. 


Te recent decline in the averages 


The Trend of Earnings 


The accompanying tabulation for 25 
leading railroads for February and the 
first two months, may be considered as 
representative of the results shown by 
the steam transportation industry as a 
whole. The February results were much 
better than the January showing in most 
cases. Thus, only three of the roads in 


the group of 25 show an increase in 
operating net in the 2-month period as 
compared with the equivalent period in 
1931, while eight show an increase for 
February as against February, 1931, and 
several report very small declines. This, 
although due in large measure to the 
fact that the 10 per cent wage reduction 
became generally effective February 1, 
would seem to be open to constructive 
interpretation. Although figures on net 
operating income are decidedly mixed, 
gross revenues show a uniform decline 
for practically all railroads. The average 
decline in gross for February, 1932, as com- 
pared with February, 1931, is about 20 per 
cent. The decline in gross (for all Class I 
roads) for the year 1931 as compared with 
1930 was a little less than 20 per cent. 
Under present conditions, the con- 
tinued decline in gross revenues seems 
likely to remain a more potent market in- 
fluence than the favorable comparisons 
in operating net shown by numerous rail- 
roads. This is by no means entirely 
illogical, since gross revenues give a 
fairly good measure of the volume of 
traffic which, in turn (in spite of the in- 
crease in. the amount of freight carried 
by competing forms of transportation), is 
one of the best measures of the rate of 
general business activity. The only way 
in which a permanent cure for the rail- 
roads’ difficulties can be effected is 
through a substantial increase in their 
traffic volume, and no such increase is 


likely until there is a material up-turn in 
the rate of general business activity. The 
car loading reports for March indicate 
that the previous rate of decline was 
maintained last month. The Shippers’ 
Regional Advisory Boards’ estimates 
predict an average decline in car loadings 
of 13 per cent for the second quarter as 
compared with the corresponding period 
of last year. While these estimates have 
not been exceptionally accurate in the 
past, they are worth considering as one 
indication that there may be no reversal 
of the downward trend of traffic in the 
first half of 1932. 


Prospects for Prices? 


Until there is some evidence that the 
volume of traffic has reached an irre- 
ducible minimum, railroad security prices 
are likely to find a sustained upward 
trend difficult. While there is no way of 
calculating with absolute accuracy the 
traffic volume which represents the irre- 
ducible minimum demand for goods, it 
would seem that the decline in the move- 
ment of goods could not continue much 
longer without reaching that minimum. 
It is obvious that it could not continue 
indefinitely without reaching a volume 
so small as to be inadequate to sustain 
life. For the current quarter, much de- 
pends upon the results obtained in the 
concerted sales drives of the three largest | 
automobile manufacturers which are 


(Please turn to page 24) 


Gross Income (000 omitted) Net Railway Operating Income 
ome Feb. Feb. 2Mos. 2 Mos, Feb. Feb. aceon 8 2 ion. 2 Mos. Incr. or 
vell Railroad 1931 1932 1931 1932 1931 1932 Decr. 1931 1932 Decr. 
ified Atchison, Topeka & Santa Fe......... $13,186 $10,768 $27,847 $21,352 $1,120,810 $921,306 -—17.7% $2,603,340 $795,405 — 69.3% 
ents) TARO... 6,013 4,247 11,696 8,423 1,349,961 563,314 —57.1 2,131,726 822,150 — 61.5 
13,549 10,799 28,940 22,238 713,568 1,402,591 +96.5 2,041,721 2,757,507 + 35.2 
00 8,708 7,682 19,086 15,681 1,739,490 2,249,267 +29.4 4,501,137 4,200,793 — 6.6 
00 Chicago, Rock Is. & Pacific........... z 7,831 6,144 16,334 12,351 816,115 365,013 —55.1 1,855,331 279,454 — 84.9 
00 Delaware, Lackawanna & West........ 4,833 3,947 9,854 7,827 546,817 479,236 -—12.4 1,056,452 730,611 — 31.0 
00 7,346 6,061 15,041 12,098 999,551 699,521 —30.0 1,950,322 1,066,480 — 45.1 
5,420 3,721 11,175 7,590 137,026 540,803 262,745 d1,275,958 
00 9,342 7,573 19,622 15,379 108,547 1,179,353 +498.2 513,342 1,838,857 +257.0 
00 Kansas City Southern................. 1,182 818 2,459 1,769 339,893 101,546 —70.2 655,516 292,691 —°55.5 
00 Louisville & Nashville................. 7,058 5,480 13,395 11,173 315,306 359,356 +13.9 1,162,609 439,194 — 62.5 
issouri-Kansas-Texas................ 2,517 2,179 5,486 4,494 $112,933 {210,787 +95.5 1524,504 {428,376 — 18.4 
00 7,664 5,899 15,914 11,877 1,389,936 518,653 —62.6 2,801,500 838,882 — 70.0 
00 enn 30,936 26,154 17. 52,909 1,560,589 2,679,318 .+71.3 3,428,634 3,886,462 + 13.3 
00 - Y., New Haven & Hartford.......... 8,083 6,753 16,521 13,762 1,394,171 1,169,205 -—16.2 2,777,510 2,097,920 — 24.5 
00 cy 36,150 28,080 74,846 57,725 2,697,374 2,629,499 — 2.5 6,078,131 5,290,009 — 12.9 
00 5,971 716 12,626 9,4 997 555,869 +36.5 1,091,776 1,025,796 — 6.0 
t. Louis & San Francisco............. 4,6. 378 869,518 6,977 746,046 d29,357 ,360,420 52,501 
00 5, 11,288 32,552 23,504 411,822 402,557 .... 950,583 806,174 .... 
7,856 6,283 16,303 12,811 342,491 282,092  -—17.5 762,730 306,316 — 60.0 
Pacifc..... 11,318 8,851 24,266 18,219 657,957 822,595 +25.0 2,085,670 1,419,544 — 32.0 
d Deficit t Balance for Interest 
— ance for In 
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Locomotive Builders Have Smallest Year 


I N 1930 the three principal locomotive 
producers of the country turned in 
net earnings of $8.2 millions; although 
this was a decline of only $1.5 millions 
from 1929 results, everyone agreed that 
the industry had had another poor year. 
In 1931, however, these three units lost 
$9.4 millions, which was more than they 
had earned in 1930 and within a few 
thousands of the amount which they had 
shown as profits for 1929. Thus con- 
tinued (in more accentuated fashion, of 
course) a trend which began a quarter 
century ago and with minor fluctuations 
has been plainly in evidence ever since. 


Trend of Production 


In 1905 the locomotive builders in this 
country enjoyed their most prosperous 
year from standpoint of volume of strictly 
locomotive business, and despite the fact 
that average monthly gross revenues of 
30 leading railroads increased from $122 
millions in 1908 (earlier figures are not 
available) to $248 millions last year 
($363 millions in 1929), the trend of loco- 
motive sales has been distinctly down- 
ward, and last year’s output was only 
about 3 per cent of that of 1907. The 
figures in the next column, compiled by 
Railway Age and including Canadian 
business, units built for export, and 
equipment built in the roads’ own shops, 
tell the story. 

In the past two years, of course, railway 
traffic has fallen off to such an extent 
as to make heavy orders of new equipment 
unnecessary (and in some individual 
cases, impossible), but the fundamental 


By RICHARD J. ANDERSON 
Managing Editor, Tur FinanctaL 


LOCOMOTIVES BUILT 

Locomotives Locomotives 
Year Built Built 
1907.. 7,362 1919.. 3,272 
1908.. 2,342 1920.. 3,672 
1909.. 2,887 1921.. 1,823 
1910.. 4,755 1922.. 1,534 
1911 3,530 1923.. 3,795 
1912 4,915 1924.. 2,036 
1913 5,332 1925.. 1,285 
1914 2,235 1926.. 1,770 
1915 2,035 1927.. 1,176 
1916 4,075 1928.. 747 
1917 5,446 1929.. 1,161 
1918 6,475 1930. . 1,134 

1931. 222 


reason for the apparent decadence of the 
locomotive builders’ business is the 
growth of efficiency which has marked 
railroad operations during the past several 
decades. Not only have the locomotives 
themselves been made more efficient, but 
increased power has permitted greater 
train lengths whereby one locomotive will 
haul more tonnage, and average train 
speeds have been increased. 

During the 19-year period of 1910-1928 
an average of about 2,000 locomotives a 
year were retired from service. Although 
this figure can probably not be regarded as 
normal replacement demand, because of 
the greater efficiency of present day 
methods, it does indicate that last year’s 
output of only 181 units for domestic 
use was far below what may logically be 


ings were $16.5 millions), domestic orders 
amounted to 1,300 units, but an early 
return to such a volume appears a remote 
possibility at the present time. 

In January of the present year, no new 
locomotives were placed in service, while 
in February only three were added to 
existing rolling stock. 

Fortunately for their shareholders, the 
locomotive companies built up very 
strong financial positions in their prosper- 
ous periods, thus permitting the payment 
of dividends long after earnings had ceased 
to warrant any disbursements. Never- 
theless, heavy “drains on cash reserves 
could not continue indefinitely, and only 
American Locomotive preferred is now on 
a dividend basis, although the current 
yield of about 19 per cent reflects doubt 
concerning the payment due June 30 next. 
Baldwin’s last preferred payment was 
made October 1, 1931, and Lima has paid 
nothing for more than a year. 


American Locomotive 


American Locomotive’s plants are 
reported to have been operated at only 
15 per cent of capacity last year, and 
operations resulted in a loss of $39 
millions after depreciation and other 
charges. In common with the other 
companies in this field, it has been at 
tempting to diversify operations in recent 
years to offset the declining trend of its 
principal business, and one of its most 
promising divisions is probably that 


Earnings (000 omitted) 


American Locomotive. ................. 
Baldwin Locomotive. ................. 


Locomotives Built—Total............... 


regarded as a normal expectancy. In manufacturing Deisel engines. The 
1926, the last really profitable year for all wholly owned Alco Products subsidiary 
three companies (when combined earn- (Please turn to page 27) 
SEVEN YEARS WITH THE LOCOMOTIVE BUILDERS 
1931 1930 «1927S 1925 
d$3,929 $3,779 $6,851 $4,171 $6,391 $8,016 
d4,123 3,036 2,300 718 3,107 6,741 1% 
d$9,466 $8,197 $9,653 $4,778 $9,307 $16,461 $1,491 
205 1,083 1,022 636 1,009 1,585 


Locomotives Built—Domestie and Canadian.......... 
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Corporation demonstrates again the 

ability of many of our major busi- 
ness enterprises to withstand the ravages 
of economic upheaval without impairment 
of physical condition or financial strength. 
Despite a net loss of about $10 millions 
before dividend payments, and of more 
than $32 millions after such disburse- 
ments, net current assets at the close of 
the year were $155.5 millions, equal to 
nearly $16 per share. Current assets of 
$182.4 millions were 6.8 times current 
liabilities and included cash and equiva- 
lent of $43.6 millions, which was alone 
equal to 1.6 times total current liabilities. 
There were no bank loans. The report 
states that ‘‘The book value, $40.30 per 
share, because of the conservative meth- 
ods of accounting pursued by the com- 
pany since the beginning, and because of 
the generally sound and secure condition 
of the company’s properties, operations 
and organization, is a conservative value.” 
New investments in plant during the past 
three years alone were equal to $15.48 
per share. Capital expenditures last 
year were about $19 millions, or about $2 
ashare, 


Gross Revenues Off 


Gross revenues declined nearly 27 per 
cent to $138.8 millions, and reductions in 
operating expenses totaled $19 millions, 
or about 16 per cent. Net income on a 
cash basis and after interest payments 
amounted to $28.3 millions, a decline of 
44 per cent from the 1930 figure. Book- 
keeping charges for depreciation, deple- 
tion, retirements and amortization totaled 
$38.5 millions, actually an increase over 
the previous year under conditions which 
might reasonably have been made an ex- 
cuse for mederating such charges. On a 
cash basis earnings were thus equal to 
$2.89 a share, and after bookkeeping 
charges of $3.90 a share, a deficit of $1.01 
4 share was reported. The substantial 
decrease in expenses was accomplished in 
part by some reductions in personnel and 
many wage readjustments, and as of 
March 1 of this year there was effected a 
10 per cent cut in all wages and salaries 
Up to $1,000 a month, and a 15 per cent 
cut above that figure. 

Crude oil production last year was de- 
creased and crude purchases increased, 
Pipe line volume gained more than 6 per 
cent, volume of crude oil refined declined 

Per cent and percentage recovery of 

€ increased 2 per cent, gasoline and 
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Toe 1931 annual report of the Texas 


4 Texas Corporation — 


Has Turned 
for the Better? 


By C. C. BAILEY 
Editorial Staff, Tae Financia 


motor oil sales showed practically no 
change from 1930 but sales of industrial 
oils, fuel and other products declined con- 
siderably in line with decreasing industrial 
activity. 

Texas Corporation is one of the two 
oil companies having complete national 
distribution of its products, and in addi- 
tion extends its activities to 51 other 
countries and territories throughout the 
world. Although a completely integrated 
enterprise embracing all departments of 
the industry from production of crude to 
marketing of its more than 400 refined 


products, activities are heavier in the - 


refining and marketing divisions than in 
crude production. In 1931 erude runs to 
refineries totaled about 55 million barrels, 
whereas net crude oil production was less 
than 28 million barrels. Exelusive of 
foreign interests, which are conducted 
through some 30 subsidiaries, property 
in this country includes about 630,000 
acres of wholly owned lands and about 
4,600,000 acres held under lease. Pro- 
ducing oil wells total about 6,600 and the 
pipe line system contains nearly 6,700 
miles, more than half of which is in trunk 
lines. There are twenty-two refineries 
(including 3 topping plants and 3 asphalt 
plants) located in Texas and 11 other 
states, and having aggregate crude charg- 
ing capacity of 222,000 barrels daily. 
Storage capacity totals about 99 million 
barrels. <A large fleet of marine equip- 
ment is maintained, totaling about 256,- 
000 dead weight tonnage, and railway 
equipment includes tank cars in service 
to the number of 6,700, of which nearly 
4,800 are owned and the balance leased. 


A Good Dividend Record 


The soundness of the company’s long 
term growth since its early beginnings 
in Texas in 1901 is attested by the un- 
broken dividend record that has been 
maintained since the initial disbursement 
in the spring of 1903 and the fact that the 
stockholders list has grown to a total of 
85,082 as of the close of last year. Total 
eash dividend disbursements have been 
$297.8 millions, and stock dividends to the 
value of $38.4 millions have also been dis- 
tributed. In addition to making these 
substantial payments, the company has 
been able to accumulate an earned sur- 
plus of about $102.6 millions and balance 
sheet reserves of more than $256 millions 
against costs of properties. 

The decline in earnings last year to a 
deficit of $1.01 per share, compared with 


earnings of $1.52 in 1930 and $4.90 in 
1929 resulted in two reductions in the 
dividend from the former $3 basis to the 
present $1 rate. Were it not for the 
improvement that has been taking place 
in the industry over the past six months 
or more, as evidenced by quarterly 
reports of some companies and by official 
statements as to earnings conditions by 
others, resort to further reduction or 
even omission of payments would appear 
probable. Under the circumstances, 
however, there appears to be at least a 
hope that some rate of disbursement will 
be continued. 


Gasoline Taxes Blamed 


The company’s management places the 
blame for last year’s unfavorable results 
upon low prices for crude oil and products, 
but mainly upon the low prices for gaso- 
line, both here and abroad. The average 
service station price of gasoline, exclusive 
of state taxes, throughout the United 
States, was about 314 cents per gallon 
under 1930 and 5 cents under 1929. In 
the judgment of the management there 
are two basic difficulties which stand out 
prominently as obstacles in the way of 
satisfactory conditions in the oil industry: 
first, failure as yet in conservation efforts 
to accomplish in a satisfactory degree 
conservation and economic development 
and control of production; and second, 
the constantly rising state gasoline taxes, 
which now range from 2 cents to 7 cents 
per gallon and average over 4 cents a 
gallon for the entire country. In this 
connection it is interesting to note that 
whereas Texas Corporation had accrued 
and paid taxes last year of all other 
kinds of over $6 millions, the com- 
pany collected on behalf of the states 
approximately $41 millions in state gaso- 
line taxes. 

The current price of Texas Corporation 
stock around $11, compared with the net 
current assets of $16 per share and a 
conservative book value of $40 (of which 
$15 a share was invested in the properties 
in the past three years), well illustrates 
the disregard of the market at this time 
for fundamental val- 
ues which are bound 
again to find reflec- 
tion in earnings and 
quotations when the 
more extreme phases 
of the depression 
have been definitely 
left behind. 
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POSITION OF THE BOND MARKET 


The Outlook for Various Classes of Bonds 
Bond Movements of the Week Analyzed 


THE WEEK IN BONDS 


Average 1914-1927 1928 1929 1930 1931 1932 Average Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. a, 
90 90 90 
85 85 85 
80 | nd 80 80 
6 Comm, 
16 
Offerings 8 
444 
th 
| in 
20 t 20 
a 
a 
0 
KEY; eum Average 40 Bonds, ..... Commercial Paper, === New Offerings (Daily Average) , 
¢ 
Edited by GEORGE H. DIMON : 
HILE the sharp decline in bond _ tenance of the usual high marketability is cash payment and extension of the maja ' 
prices last week was probably especially desirable, in view of the portion of the principal due were conf R 
more of a sympathetic movement ‘Treasury’s large financing program. firmed. The road’s officials were in 
connected with the slump in stocks than The reduction of the dividend on Washington last week conferring with th 
a direct result of the House tax bill Atchison, Topeka & Santa Fé common _ executives of the Finance Corporation, 
which the financial community has found stock to a $4 basis, although technically _ and presumably trying to arrange a lon 
so objectionable, the provisions of this strengthening the position of this road’s to take care of the maturity. Since this 
bill, if enacted as it now stands, would have _ bonds, called attention again to the poor is the first large railroad bond maturity 
appreciable direct effects upon the bond current traffic and earnings of most steam which the Reconstruction Corporation 
market. While these effects would prob- carriers, and led to declines in both has been requested to finance, the decision 
ably be less marked than those of the high grade and speculative rail bonds. of its management is eagerly awaited, 
proposed taxes on stock sales, the levy Recent evidence of lack of agreement since it will presumably definitely estab 
of 1/8 of 1 per cent would lessen the between the Interstate Commerce Com- lish the Corporation’s policy in respect 


marketability of high grade bonds and 
tend to reduce the volume of trading, and 
also increase the scope of the fluctua- 
tions in low grade and speculative bonds. 
It is pointed out that U. S. Government 
obligations are traded in fractions of 
1/32 of a point, and that in normal 
markets the fluctuations do not amount 
to more than a few 32nds daily. Thus the 
imposition of a tax of 1/8 of 1 per cent 
(1/8th of a point on a bond selling at par) 
would impair the marketability of gov- 
ernment bonds at a time when main- 


mission and the management of the Re- 
construction Finance Corporation has 
given rise to nervousness over the out- 
come of large impending railroad bond 
maturities. St. Louis-Southwestern first 
and consolidated mortgage 4s, $20.7 mil- 
lions principal amount of which mature 
on June 1, fluctuated over a very wide 
range, and sold down to 53 early in the 
week on rumors that full cash payment 
would not be made. Reports that the 
management of this road is consider- 
ing a settlement involving a_ partial 


to such maturities. Since the prevention 
of large scale railroad bond defaults was 
one of the major purposes of the estab 
lishment of the Finance Corporation, it 
would seem that the prospects for a loan 
permitting at least partial cash payment 
of these bonds are reasonably favorable. 

Governor Roosevelt recently signed a 
important bill changing the New York 
State banking law to permit saving 
banks to invest in bonds of corporations 
distributing natural gas purchased from 

(Please turn to page 29) 


NEW BOND OFFERINGS FOR THE WEEK 


(New offerings aggregating less 


than $1,000,000 are not included) heeeuns Interest Offering Yield 
Name of Issue Offered Date Price A 
Rewer & Ge...) first mtge. 414s.............. 5,250,000 F&A. 92% 
(Except in cases of entire issues called amounts 
called for less than $10,000 are not included) Call Date 
Name of Issue Amount Price Payable ' 
Alpine Montan Steel first mtge. 78... 1955 $13,500 100 Sept. 1, 1% 
Imperial Realty Co., Ltd. $11,5 103 July 
Industrial Fibre Corp of America............. Kn 23, 300 100 May 16. 


Notre: Coupon paying agents or trustees will supply complete lists of bond numbers called for redemption. 
10 THE FINANCIAL WORLD 
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THE CIGARETTE “BIG FOUR” 


than a decade, consumption 

of tobacco products in the 
United States declined during the 
vear 1931. However, as compared with 
the general shrinkage of more than 15 
per cent for last year in consumption of 
commodities, the drop of only 4 per cent 
in sales of tobacco products demonstrates 
arelatively high rate of stability for the 
industry, which has been one of the least 
affected by the prevailing depression. 
On the basis of United States Treasury 
figures, the percentage declines for the 
chief groups of tobacco products for 1931 
compare as follows: cigars 9.7 per cent, 
cigarettes 5 per cent, manufactured 
tobacco 0.2 per cent, and snuff 1.3 per 
cent. 


Record Cigarette Consumption 


From 1921 to 1930, cigarette consump- 
tion showed average annual gains of 10 
percent. The principal reasons are found 
in a shift in demand from cigars to 
cigarettes, the enormous increase in the 
number of women smokers (who so far 
have not taken to other tobacco products), 
the marked improvement in the average 
quality of the popular priced cigarettes, 
and the aggressive advertising campaigns 
conducted by the leading manufacturers. 
While it is obvious that cigarette con- 
sumption cannot increase indefinitely at 
the rate of 10 per cent per annum, it 
would be equally erroneous to state that 
we have reached the saturation point. 
Comparison shows that the United King- 
dom in 1930 had a slightly higher per 
capita consumption of cigarettes than the 
United States, the actual figures for these 
two countries being 1,033 and 998 
respectively. On the other hand, the 


Fes the first time in more 


By ANDREW A. BOCK, Ph.D. 


Editorial Staff, Tus PinanctaL WorLD 
AAA 


United States per capita consumption of 
cigars for the same year was less than 
one-third as large as that in the Nether- 
lands and less than one-half as large as 
that of Germany. This would indicate 
that there is still room for expansion of 
tobacco consumption in the United 
States. 

Despite the reduction of 5 per cent in 
cigarette consumption during 1931, with 
one exception leading manufacturers 
were in a position to report better earn- 
ings than obtained during the previous 
twelve months. These results are princi- 
pally attributable to the increase in whole- 
sale prices for cigarettes last June, from 
$6.40 per thousand to $6.85 per thousand, 
which more than offset the decline in 
consumption. The imposition of addi- 
tional state taxes on cigarettes and the 
sharp reduction in average individual 
incomes are the primary causes for this 
drop in consumption, which is likely to 
continue as long as the prevailing depres- 
sion lasts. However, cigarette smoking is 
a relatively inexpensive enjoyment and 
generally one of the last to be given up in 
periods of economic distress. Therefore 
an increase in employment and average 
earnings is bound to be accompanied by a 
reversal of the current trend in cigarette 
consumption. 

The four leading cigarette manufac- 
turers enjoy a strong financial position 
with ample cash, working capital and 
reserves and a satisfactory earnings 
record. Although exact production fig- 
ures are not obtainable (they are guarded 
with the outmost secrecy), there is no 


questicn that American Tobacco 

Company leads the group, followed 

by Reynolds, Liggett & Myers and 

Lorillard in order of their annual 
output. Besides its dominant position in 
the cigarette production field, American 
Tobacco is well represented in every other 
branch of tobacco production except 
snuff. Consequently the slight shift in 
smoking habits from machine manufac- 
tured cigarettes to hand rolled cigarettes 
and to pipe smoking, as witnessed during 
the last several months, has no decided 
adverse effect upon the total earnings of 
the company. 


Strong Financial Position 


Reynolds Tobacco Company ranks as 
the second largest domestic cigarette 
producer, and increased its sales last year 
through the introduction of the air-sealed 
humidor pack, an innovation which was 
quickly adopted by the other manufac- 
turers. The company’s smoking and 
chewing tobacco divisions also contrib- 
uted a substantial part to its 1931 earn- 
ings, which showed a gain of 6 per cent 
over the previous year. With cash and 
government securities of over seven times 
current liabilities, the financial position 
offered a picture of exceptional strength. 

Still more impressive was the financial 
status of Liggett & Myers, as indicated 
in the last balance sheet, with cash and 
marketable securities equal to more than 
eight times current liabilities. However, 
earnings last year showed a decline of 
about 4 per cent as compared with 1930, 
but still offer ample protection for the 
current dividend. On the other hand, 
it has been officially stated that so far 
this year sales of the company’s popular 

(Please turn to page 26) 


STATISTICAL POSITION AND EARNINGS OF THE LEADING CIGARETTE MANUFACTURERS 


(As of December 31. In Thousands of Dollars) 
R. J. Reynolds Tobacco Liggett & Myers Tobacco 


American Tobacco P. Lorillard 


Financia PositIon: 1931 1930 1931 1930 1931 1930 1931 1930 

$26,810 $24,102 $34,479 $33,458 $27,075 $33,021 $13,813 $16,976 
Marketable Securities... ... §64,004 §43,872 25,457 
98,137 108,238 85,781 91,464 90,045 101,132 43,835 48,349 
Net Working Capital ..... 135,709 145,489 128,242 125,839 151,122 144,969 62,367 72,262 
4 106,448 91,866 62,233 55,837 34,073 28,212 19,585 16,576 
Capitalization: 

Funded Debt ........... 1,200 1,064 None None 28,054 28,176 19,833 33,679 

Preferred Stock ......... 52,700 52,700 None None 22,514 22,514 11,308 11,308 
a ee 4,740,905 sh. 4,687,054 sh. 10,000,000 sh. 10,000,000 sh. 3,136,919 sh. 3,136,919 sh. 1,909,212 sh. 1,909,061 sh. 

rnings: 

Per Share of Common... . $9.07 $8.56 $3.64 $3.43 $6.87 $7.15 $2.12 $1.48 

Current Price........... 71 33 50 14 

Current Dividend...... $5 + $1 extra $3.00 $4+ $1 extra $1.20 

EE 8.4% 9.1% 10% 8.6% 
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AND 


AMONG THE 


BEARS 


These reviews 


were written immediately preceding closing time of this issue 
The ratings “A,” “B,” "C," “D," used in this department, are taken from THE FINANCIAL WORLD'S Appraisal of Listed Stocks 


Alleghany Corp. 4 “D+” 
A loss of $11.7 millions on sale of securi- 
ties was taken by Alleghany Corporation 
last year and charged against surplus. 
Before this loss a net profit of $2.9 mil- 
lions was shown, which compared with a 
profit of $4.8 millions in 1930 before the 
much smaller loss of $678,265 on sale of 
securities. Investments (which are car- 
ried at cost) showed a reduction from 
$246.6 millions to $227 millions. Since 
the first of the year the corporation sold 
46,200 shares of Pere Marquette to 
C. & O. at $11 a share and has optioned 
215,000 shares of Erie common and 
167,300 Nickel Plate common to C. & O. 
at $13.25 a share, using the proceeds to 
reduce loans and accounts payable to 
$1.6 million, which latter have now been 
funded for a period of four years. This 
sharp reduction from $17.3 millions since 
the end of 1930 about takes care of the 
immediate needs of Alleghany for loans, 
and was conveniently arranged as fore- 
cast in a recent analysis of the situation 
in these columns. 


Operating economies put into force by 
American Radiator will permit a sharp 
about face in earnings when new construc- 
tion increases. 


American Power & Light 4 “B+” 


Falling to the lowest prices in its career 


on the “big board,’ American Power & . 


Light reflected the prospect of a loss in 
business because of the shutting down of 
large copper mines in Montana. The 
company holds 2.4 million shares of 
Montana Power common stock and has 
been receiving as many dollars in divi- 
dends from this holding. For the twelve 
months ended with January, Montana 
Power earned $1.8 million after preferred 
dividends which, in falling short of re- 
quired amounts for common dividends, 
indicates the likely possibility of American 
Power & Light losing the income derived 
from this source, and this in turn jeop- 
ardizes the status of the parent company’s 
payment. 


Accumulation of copper increased Ana- 
conda’s loans $17.5 millions last year, and 
an operating profit of 30 cents was offset 
by depreciation charges to a loss of 86 
millions. 


Atchison 4 “B+” 


Price weakness preceded the meeting of 
directors for dividend consideration on 
Atchison. After the announcement of a 
$4 annual basis a partial recovery was 
made. Santa Fé handled 100,455 cars of 
revenue freight in March, which compare 
with 96,924 in February and 124,230 in 
March of 1931. Though only a small gain 
for the month, it is a significant turn and, 
if successively improved upon, should 
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return Atchison to its favored position 
near the top of the investment railroad list. 
Earnings of $6.97 for 1931 follow a five- 
year average of $19.16 a share earned for 
the stock. The yield is now over 7 per cent. 


Aviation Corporation reduced its losses last 
year and strengthened finances to a 20-to-1 
ratio. 


Beatrice Creamery 4 
Having reported $4.07 a share earned in 
the six months ended August 31, 1931, 
Beatrice Creamery is expected to show a 
loss in the second six months which will 
reduce earnings to around $3.50 a share, 
or 50 cents short of the established $4 
dividend. This reversal of earning trend 
was brought about by adverse merchan- 
dising conditions, lower prices and in- 
creasing competition. Engaged to a larger 
extent in the ice-cream business than 
others in the field, there is naturally a 
wider variation in earnings. One of its 
competitors, Borden, is pushing an aggres- 
sive campaign to popularize its brands 
and is offering a pint of Reid’s ice-cream 
free. Dependent largely upon weather 
conditions, a recovery of earnings could be 
realized with a warm summer season, but a 
yield of over 17 per cent suggests greater 
uncertainty over the dividend than the 
regular succession of the seasons. A $3 
rate would afford a 13 per cent return, and 
a $2 payment would represent nearly 9 
per cent at the low price. 


Abnormal rental vacancies are offset by 
wheat and coffee storage in keeping Bush 
Terminal’s earnings on even keel. 


Coca-Cola 4 


Despite the favorable earnings reported 
by Coca-Cola, the stock has been sub- 
jected to heavy pressure. The beverage 
companies were given the better of the 
bargain in the 1 per cent tax approved in 
the House rather than the 2144 per cent 
levy that would have been enacted had 
the manufacturer’s sales tax gone through. 
This scare legislation coupled with the 
remote prospect of any early change in 
the prohibition laws is a poor second to 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


American Smelting. ....C + to C 
Beatrice Creamery ....B+ to B 


C+ toC 
Cerro de Pasco....... C+ to C 
Eastman Kodak .......B+toB 
Julius Kayser......... C+ to C 
Madison Sq. Garden...D to D+ 


~ the other influences at work in this 
situation. With the legalization of liquors 
with alecholic content in Toronto, the 
company scored a sharp sales advance jp 
the same year in that territory. Material 
benefits are being enjoyed because of the 
low cost of sugar and other raw materials, 
with this saving estimated at about 95 
cents a share. Provincial difficulties are 
coming out of Atlanta, where, if there 
were fewer thinly margined accounts, less 
would be seen of weakness in this stock, 
which has such an enviable and consis. 
tently good earnings record behind and 
before it. 


A shortage of 50 cents in Corn Products 
earnings for this year would not require a 
change in the present rate of dividend. 


Curtiss-Wright 4 “T+” 
An increase in sales and other revenues to 
$21.7 millions in 1931 over 19.3 millions 
in 1930 permitted Curtiss-Wright to show 
a reduction of losses from manufacturing 
subsidiaries to $1.5 million from the $6.1 
millions in 1930. Costs were reduced 
about $2.3 millions. After all charges and 
deductions, this loss mounted to $4.1 
millions in 1931 as compared with $9.0 
millions in the preceding year. Giving 
effect to the proposed reduction of capital 
stock to a par value of $1, the balance 
sheet shows current assets of $9.4 millions 
against current liabilities of $3.6 millions. 
The sales stimulus came largely from 
export business but the development of 
new features in the line are expected to 
create additional business which, with 
the operating economies inaugurated late 
in the past year, should result in an im- 
proved showing for the current year if 
only a fair volume of sales is maintained. 


Reduced earnings for Drug in the first sit 
months should still find the dividend covered 
with $1 to spare. 


Fox Film 4 “D+” 


A decline of $16 millions in income for 
Fox Film was made up of a $3.8 millions 
drop in film rentals, $10 millions in theatre 
admissions and $1.8 million in dividends 
not received last year. The expected 
large savings %n operations did not make 
their appearance in the annual report, 
being largely a reduction in the cost of 
theatre operation. Studio expense 1s Te 
flected in production costs of pictures and 
is amortized separately, with production 
costs $19.9 millions last year as against 
$26.2 millions in 1930. The amortization 
taken against picture costs during the 
year totaled $24.4 millions. The sharp 
about face in earnings wherein a net loss 
of $4.3 millions contrasts with a net profit 
of $10.3 millions in 1930 symbolizes the un- 
satisfactory state of affairs which the price 
of this stock has attempted to discount. 
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apenyick’ flour is General Mills’ answer 
the popularit y of Ovenready Biscuits being 
by National Datry Products. 


ic Auto Lite 4 “B” 
Inter-company holdings resulting from 
exehange of assets is having considerable 
influence upon current reports being 
oa. It is revealed by Electric Auto 
lite for the first time that the company 
owns a large block of Bendix stock. This 
interest amounts to 112,000 shares ob- 
tained in addition to $4 millions cash for 
the control of the Eclipse Machine Com- 
pany, @ former subsidiary of Auto Lite. 
transfer of the stock was made on the 
hasis of a market price for Bendix of 
ground 90, giving the investment an 
original value of over $9 millions. The 
subsequent shrinkage has reduced this 
to less than $1 million at current prices. 


Flimination of retail sales organizations 
released sufficient cash to allow Eureka 
Vacuum to pay a special $2.00 cash divi- 


dend. 
Goodyear Tire & Rubber 4 


In deferring the announcement of the 
passing of the dividend by Goodyear, 
considerable criticism has been directed 
toward the stock, which in going to new 
low prices suggests pre-advised liquida- 
tin by several fixed investment trusts. 
Sales last year declined $45 millions and 
net income before special reserves for 
foreign exchange losses was off 45 per cent 
to $5.5 millions. After setting aside 
reserves for depreciated exchange and 
bonds held, the balance carried to surplus 
was $1.3 million against $9.9 millions in 
1930. The deficit after dividend payments 
amounted to $7.6 millions. 


Granite City Steel has cash holdings equiva- 
lent to $10.00 a share on the common and 
net current assets of $14.50 that are more 
than the current price of the stock. 


Hall Printing 4 “C+” 
Hall Printing gained entrance into that 
select group of companies which were able 
to show improved earnings for last year 
over the preceding twelve months, earning 
$2.49 a share as against $2.43 a share in 
1930. This was made possible through ob- 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
Sound Bonds ......25 
tl.... Sound Preferreds ...:25 
Ill... Sound Common Stocks ..25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


taining several new magazine printing 
contracts. Included in the company’s as- 
sets are 3,947 shares of its own common 
stock which were purchased at an average 
of $19 a share as against current price of 
less than half that figure, on which basis 
the stock sells at 3.7 times earnings. 


Recent weakness in International Tel. & 
Tel. is credited to selling from the Postal 


Telegraph group. 
Pacific Tel. & Tel. 4 “A” 


The decreasing trend in volume of busi- 
ness and revenues for Pacific Telephone 
& Telegraph last year has not been ar- 
rested so far in the current period, for in 
January and February there was a net 
loss of 8,288 telephones in use in January 
and 9,563 in February for a total of 17,851 
for the two months. Through operating 
economies an improved showing was re- 
ported for the year 1931 when $7.69 a share 
was earned as against $7.05 in the 1930 
period. Operating economies permitted 
this greater recovery of profits, but it re- 
mains to be seen whether this can keep 
pace with the decline in telephones in use 
in determining the earnings for this year. 
The $7 dividend will likely be earned by a 
smaller margin but there is little reason for 
doubting its safety, and a yield of close to 
8 per cent is afforded at current prices. 


Domestic tonnage of Palmolive for March 
exceeded the same month of last year. 


Paramount Publix 4 “oO” 


Clearing up the agreements for the re- 
purchase of its common stock, Paramount 
Publix was forced to take enormous 


losses last year and net income declined 
$12 millions from the 1930 showing. The 
1931 net income was equal to $2.02 a 
share as compared with the $5.90 earned 
in the preceding year. The company has 
arranged a firm line of credit with the 
banks which will take care of the entire 
requirements for this year. This removes 
the hidden liabilities that have been over- 
hanging this stock and it reflects the 
effort of the new controlling factors that 
have entered the situation. Current busi- 
ness has shown a marked improvement 
since the end of the Lenten season. 


Bank liquidation and decline in output of 
cigarettes are taken as the causes for the 
recent weakness in Reynolds Tobacco. 


Ritter Dental 4 “C+” 


The sharp contraction of earnings in 
Ritter Dental has been brought about by 
two reasons growing out of the depression. 
The established dentist is not enjoying 
his usual volume of business, and because 
of lack of capital many graduates of the 
dental colleges have been unable to open 
offices. The latter feature represents a 
considerable part of the company’s busi- 
ness and injects a seasonal factor coinci- 
dent with the graduation of classes from 
the colleges which is not usually recognized 
in considering the position of the company. 
Because of these conditions, the company 
has partially suspended operations, retain- 
ing its executive and administrative or- 
ganization, until things pickup. The forth- 
coming report will likely show no profit for 
the common stock and a small deficit after 
preferred dividends. In the third quarter, 
ordinarily the best in the company’s fiscal 
year, only 1 cent a share was earned on the 
common, and the necessity of unusually 
heavy write-offs in the final quarter will 
produce the results outlined. 


Initial shipments of the new refrigeration 
line of Stewart-Warner were made last week. 


U. S. Steel 4 “C+” 


Directors of U. S. Steel will have to con- 

tend on April 26 with the statement issued 

earlier in the year that dividends would 

only be paid at the next meeting in noting 

improvement in business and earnings. 

Volume has been smaller and revenues 
(Please turn to page 24) 


THE FINANCIAL WORLD'S CORPORATE EARNINGS BAROMETER 


Future 
Earnings 


GAmusements 
dAntomohile, Passenger 
Automobile,Commercial 
Equipment. . . 
QFertilizer.... 


*Changed from last week, see page 31 


Current 


in 
With a With 
ear Ago Present 


Electrical Equipment ..B 
GFood Companies... . .D 
Leather and Shoes... .B 
Machinery and Tools . . 

(Merchandisers... . . 


pe 
GOffice Equipment 


Public Utilities ...... 


Current Future 
Earnings Earnings 
Compa Compared 
With a With 
ear Ago Present 


Railroad Equipment. . b 
QTire and Rubber... . 


@ Seasonal! trend. 


EXPLANATORY NOTE: This tabulation is prepared on the basis of conditions existing at the present time, and future presentations will 


be revised as warranted by developments. 
of corporate earni 
Present as a base. 
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sas compared with their respective positions one year ago. 
his indicator attempts to answer the question, 


shows by its position above or below horizontal (or neutral), the current status 
Phe right hand indicator is a forecast of future using the 
how will conditions in the near term future compare with the present 
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NVESTORS with a backlog of high 
grade bonds in their portfolios have 
had little cause to regret the policy 

of maintaining a well balanced invest- 
ment program, as declines in this division 
of the list have been relatively small com- 
pared with the depreciation witnessed in 
the more speculative type of securities. 
Obligations of this nature, however, have 
not been entirely immune from the de- 
flationary forces of the last several years, 
and consequently are available at the 
present time on a yield basis substantially 
above prevailing interest rates. This is an 
abnormal situation, reflecting primarily 
the unusual conditions extant, as under 
more normal conditions bonds of un- 
questioned investment standing tend to 
sell in conformity with the rates com- 
manded by money in the open market. 
With the prospect that interest rates will 
continue low for some time to come it is 
only natural to expect the reflection 
thereof to become increasingly apparent 
in the market for high grade bonds, coin- 
cident with the restoration of a greater 
measure of confidence. Consequently, 
through the exercise of proper discrimi- 
nation the investor is able to obtain, under 
present market conditions, a combination 
of three highly favorable factors which 
are not usually available at one and the 
same time, viz.: safety of capital, attrac- 
tive income return and prospects of 
moderate enhancement of the invested 


capital. The issues described herein are 
all well secured obligations of outstanding 
units in their respective fields and appear 
very attractive for current investment. 


4 Atcuison, Topeka & Santa FE con- 
vertible debenture 414s due in 1948, in 
addition to being secured by the credit 
and earning power of one of the leading 
railroad systems in the United States, 
carry an additional feature of potential 
future value, as they are convertible prior 
to December, 1938, into common stock 
in the ratio of six shares for each $1,000 
bond. Considering the fact that Atchison 
common sold above $200 a share in each 
of the years 1927-1931 inclusive, reaching 
a peak level of $298 in 1929, it may be 
observed that with the return of more 
normal business and market conditions 
the conversion feature holds forth inter- 
esting possibilities. Entirely aside from 
this factor is the high investment stand- 
ing of these bonds. Total funded debt of 
the system is approximately $310 mil- 
lions, of which the convertible 444s com- 
prise $30 millions. In the last decade 
balance of earnings available for fixed 
charges has averaged well over four times, 
and even last year, one of the poorest in 
railroad history from an earnings stand- 
point, the coverage was equal to 2.72 
times. The road has no financial worries, 
having no near term maturities of im- 
portance and a very strong financial posi- 
tion. Recent reduction of the co nmon 
dividend was in line with Atchison’s pol- 
icy of conservatism, preventing a drain on 
eash and strengthening the position of the 
road’s bond issues. The convertible 4%s 
are currently selling to yield 5.3 per cent. 
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By RALPH E. BACH 


Research Editor, 
Tue Financia 


4 O1 & Rerinine debenture 5s, 
due in 1937, outstanding in the amount of 
$20 millions, are selling to yield a current 
return slightly in excess of 5 per cent and 
qualify as one of the soundest industrial 
bonds available. The company is an 
important subsidiary of the Standard Oil 
Company (N. J.) and is engaged in all 
branches of the oil industry, with its chief 
operations centered in Texas. Earnings of 
the company have manifested a varying 
trend, reflecting the conditions prevailing 
in the oil industry generally, but in 
recent years balance available for interest 
requirements has shown a wide coverage. 
Although a sharp drop in net income was 
experienced last year in reflecting the 
unsatisfactory price situation, resulting in 
smaller profit margins and substantial 
inventory losses, interest charges were 
covered 2.13 times as compared with 7.85 
times in the preceding year. Since the 
latter part of last year the oil industry has 
been favored with an improving price 
structure which has considerably bright- 
ened the prospects for increased profits 
in the current year despite the fact that 
there may be some decline in consump- 
tion of oil products. In addition to the 
debenture 5s the company has outstand- 
ing approximately $22 millions of deben- 
ture 514s which become due on July 15th 
of the current year. No difficulty should 
be encountered in meeting this maturity, 
as balance sheet at the close of last year 
disclosed a strong financial position with 
current assets of $78 millions of which 
cash, alone, amounted to $32 millions as 
against total current liabilities of $11.6 
millions. The debenture 5s of 1937 are 
redeemable as a whole on any interest 
date upon 60 days’ notice at 102 and 
interest. 


4 LoriLuarp is the only one of the big 
four cigarette manufacturers with any 
funded debt outstanding (excepting Amer- 
ican Tobaceco’s insignificant total of $1 
million outstanding); funded indebted- 
ness at the end of 1931, amounting to 
$19.8 millions, the 5 per cent debentures 
due in 1951 making up $10.6 millions of 
this amount. Earnings of the company 
last year reached a peak level reflecting 
principally the increase in wholesale 
prices which went into effect in the middle 
of 1931. The amount available for fixed 
charges was equal to a coverage of 3.72 
times as compared with 2.82 in the pre- 
ceding year. Total current assets at the 
end of last year amounted to $64 millions 
as against current liabilities of only $1.7 


million, indicating an excellent finangy 
position. Although the company Mm 
duces a varied line of tobacco Produc 
efforts in the last five years have bee 
directed primarily toward the exploit, 
tion and development of the “Old 
brand of cigarette’ and “Rocky Poy) 
5 cent cigar. Extensive national adyp, 
tising has placed ‘‘Old Gold” ag th 
fourth best selling cigarette in the Coun 
try. In view of the large expenses jn 
dental to the promotion and establishme, 
of this brand the company has not aS ye 
demonstrated its full earning capaiy 
and now that its principal brand has he 
established as one of the leaders, proly 
bilities favor the translation of a greatp 
portion of sales into net earnings in th 
coming years. On the basis of earnj 
as reported, however, the debenture ; 
appear well secured as to principal anj 
interest payments and are selling to yiej 
a current return of 514 per cent. 


4 Nortu American Epison is part of the 
extensive North American system an 
controls properties in six middle westen 
states, serving 656 communities with, 
population in excess of 4,300,000. Gry 
earnings have expanded at a rapid paw 
in recent years, increasing from $66 nik 
lions in 1924 to $100 millions in 19%, 
declining moderately in the past two year 
of business recession. Total funded debi, 
including subsidiaries at the close of 1931, 
amounted to $267 millions, $52 million 
of which represented direct obligations ¢ 
the holding company. Earnings availabk 
for all fixed charges were equal to: 
coverage of 1.83 times in 1931 as con 
pared with 2.06 in the preceding yew, 
Financial position at the close of lat 
year was satisfactory with current asses 
of $28 millions and current liabilities d 
$18 millions. The 5% per cent deber 
tures due in 1963 are outstanding in the 
amount of $20 millions and are selling 
yield a current return of 6.4 per cent. 


4 Union Paciric, in addition to beg 
one of the leading carriers of the cour 
try, has substantial investments in othe 
important railroads and derives a lam 
portion of its revenues from this soure 
Although operating revenues and incom 
from investment holdings have decline 
in the last few years in reflection of alo 
level of business activity, the amoutl 
available for fixed charges has shown # 
ample coverage. Full report of last years 
operations has not yet been published 
but on the basis of monthly earnings ® 
ports in 1931 the road should show! 
coverage of fixed charges equal to 
proximately 2.5 times. Total funded det 
of the system amounts to $360 million 
of which the 414s due in 1967 compn® 
$29.8 millions. The latter issue 8° 
direct obligation of the company, althout! 
not secured by mortgage. It is entitled 
recognition as a high grade investment! 
view of the substantial earning power ® 
the road, its high credit standing an’ 
strong financial position. The issue” 
available to yield a current returm 
5.7 per cent. 
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enough to be understood by second 

grade school children, would prove 
that while the government is demanding 
the balancing of the budget it is doing 
nothing itself to bring it about. Instead 
it is passing on the burden to the already 
overloaded backs of the taxpayers. The 
average incomes of those who can still 
show them is off 40 per cent from what 
they were in normal times. <A vast 
number of others have no income at all 
and are finding it increasingly difficult to 
make both ends meet, for there are more 
than six million earnest and industrious 
workers out of employment. If individ- 
uals and corporations found themselves 
faced with this harassing predicament 
there would be no other way out of it 
but by paring down expenses to meet the 
shrunken revenues. That is the simple 
lesson of arithmetic this situation teaches 
to all except the government. It goes on 
merrily expending the public’s money as 
ifno depression existed while using empty 
platitudes to impress us with the civic 
duty of aiding the country to remain in a 
solvent condition. 


N PRIMER of mathematics, simple 


There is some belated talk referring 

to the necessity of governmental 

economy but it amounts to a mere 

tittle compared with the more than 

$4 billions needed to meet the 

budget. First the saving was $250 

millions but the President in a 

special message demands a further 

saving of $200 millions. Both these 

items together represent only about 

10 per cent of the bill it wants to 

collect from the people this year. 

A 25 per cent cut would be more 

in line with the times. What a 

ghostly hoax this is on practical 

economy! 

A 
A GOVERNMENT for the people 
and by the people must be supine 

to allow such maladministration to con- 
tinue. Taxpayers, as well as dependent 
workers, should vigorously protest to 
their representatives in Congress, for 
both have an equally vital stake in pre- 
venting the looting of people’s incomes 
toenable a bureaucratic system honey- 
combed with useless employees and over- 
lapping departments, to feed at the 
public crib while they are keenly suffering. 
There is no reason or justification for 
them to live on a 1929 basis when the in- 
dividual must accept great sacrifices and 
when the dollar is buying nearly 30 per 
cent more. Such a disparity should not 
be allowed to exist in a democracy; but 
when it does, what right have we to 
criticize Russia, where at least an honest 
effort is made to distribute the burden 
equally even if the method is considered 
unsound? 


The budget must be balanced but 
that does not imply it should be 
done at the expense of the few. In 
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this respect 
the entire 
procedure is 
lopsided. 
Our legisla- 
tures go on 
the theory that whatever is needed 
can be extracted from wealth in- 
stead of earning power. If persisted 
in, this blind policy will soon prove 
to them that such a golden fleece 
can be quickly burned up. 


| bee THE hunt to pillory wealth, Con- 
gress has singled out the investing 
classes for its particular prey. They were 
already paying a large part of the taxes on 
incomes and on transfer of securities, 
directly and indirectly, but not content 


with this imposition Congress has multi- ' 


plied’ the load. Little complaint was 
expressed, notwithstanding that 80 per 
cent of the taxes came from income pro- 
ducers, but when the rates were jumped 
up, when security losses are made non- 
deductible, when sales of securities were 
taxed 14 of 1 per cent of their market 
value, in addition to what is already 
levied, and then on top of all this, even 
dividends must pay an additional levy 
to what corporations already give the 
government from their net profits, that is 
enough to justify the angry wave that 
has spread all over the country against 
this tax tyranny. It should not be allowed 
to go unprotested among the 16,000,000 
holders of American securities. 


They have been singled out as 
special victims, despite the fact that. 
were it not for their faith in Amer- 
ica’s soundness and in the continu- 
ance of representative government, 
the nation would not be able to 
collect even a billion dollars for 
taxes. Now they see their invest- 
ments further felled in value by the 
government’s exorbitant levies on 
their possessions. 


Nok are the people themselves exempt 
from the destruction that can follow 
this high handed and unjustifiable atti- 
tude of Congress of ‘‘soaking the rich,” 
for in its finality it means the complete 
paralysis of capital and without capi- 
tal there can be no labor at a profit— 
but instead, a national bread line. The 
crushing stock tax will not be limited to 
the financial community but will extend 
its blighting hands to the extreme arteries 
of our well being. Unemployment will be 
increased; real estate values decline 
further; the channels through which to 
raise capital to carry on business will be 
clogged up. That danger should be 
avoided while it is still possible to do so 
by America’s great army of investors, and 
they can succeed if they individually 
write to their Representatives and Sena- 
tors protesting against this evidence of 
unfairness towards their rights. 


Your 
Income Tax 
Problem 


Investment in Municipal 
Bonds, free of all Federal 
income taxes, may be your 
solution. 


Our pamphlet “Investment 

Suggestions” includes Mu- 

nicipal Bonds of varying 

maturities and yields, with 

information as to their status 

under State taxation also. 
Copy. on request. 


Chase Harris Forbes 
Corporation 
The Chase National Bank Building 
60 Cedar Street, New York 


Complete 
Brokerage Service 


Orders for bonds and 
Stocks solicited 


GOODBODY & CO. 


Members New York and Philadelphia Stock 
Exchanges and New York Curb Exchange 


115 Broadway 230 Park Ave. 
New York New York 


Branch Office 
1424 Walnut Street, Philadelphia, Pa. 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
150 B’ way, N. Y. Tel. REctor 2-3000 


THE BACHE REVIEW 
Facts and Opinions Condensed 


Readers of the Review are invited to avail 
themselves of our facilities for information 
and advice on stocks and bonds, and their 
inquiries will receive our careful attention, 
without obligation to the correspondent. In 
writing please mention The Bache Review. 


Sent for three months, without charge 


J.S. BACHE & Co. 


- Members New York Stock Exchange 


New York 


42 Broadway 


a 
Product, 
exploit, 
Gai 
Fon’ 
ay 
aS thy 
he cou 
ing, 
lishmee 
Capacity 
has 
pal anj 
to viel 
Be 
rt of the 
Wester 
with 
n 192) 
ad debt, 
of 1931, 
millions 
vailable 
tos 
year, 
of last 
ities of 
deben- 
in the 
ling 
carried on conservative margin 
n other 
soure. 
income 
f a lov 
a 
years 
lished 
ngs 
how 4 
a | 
nillion: 
‘houg! 
ted 
wer 
gant 
sue 
RLD 


4 Pacific Gas & Electric — 


Earnings Growth 


By JAMES 


C. DE LONG 


Editorial Staff, THe FinanciaL 


- eost producers of electricity in the 
country. Electrical rates, which 


Pacific Gas & Electric for the year 

1931 reveals that the company’s 
business was but remotely affected by 
depression influences, net income for the 
year of $24.7 millions comparing with net 
of $21.4 millions in 1930, a gain of 15.4 
per cent. After all charges including 
preferred dividends, amount available for 
common stock was equal to $2.73 per 
share, representing a comfortable margin 
over the $2 annual dividend being paid 
on this issue. Selling at about 28, or 
less than 11 times last year’s earnings, 
the stock offers a current return of ap- 
proximately 7 per cent. 


Growing With California 


Pacific Gas & Electric is one of older 
public utility enterprises, having an 
operating record dating back to 1905 
when it was formed as a merger of two 
West Coast utility companies. Opera- 
tions are largely concentrated in the 
northern and central counties of the state 
of California, extending as far south as 
Santa Barbara and including the cities of 
San Francisco, Oakland, Sacramento, 
Berkeley and Stockton. It has followed 
the policy of expanding through acquisi- 
tion of competitive properties and tying 
them in with its own facilities. In May, 
1930, the company exchanged 1,825,000 
shares of its common stock for the Cali- 
fornia utility properties of the North 
American Company and through this 
transaction, North American became the 
largest single stockholder of Pacifie Gas, 
now owning 32 per cent of its common 
stock. 

Pacific Gas is essentially an operating 
company. About 65 per cent of revenues 
are derived from the sale of electricity, 
32 per cent from the sale of gas and the 
remainder from street railway operations 
and from the sale of water and steam. 
It operates the street railway system in 
Sacramento, supplies water to 38 towns 
and furnishes steam heat to San Francisco 
and Oakland. The abundance of water 
for power purposes in northern California 
and proximity of these sites to large 
consuming centers have permitted the 
company to develop large hydroelectric 
plants and have made it one of the lowest 
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have’ been scaled down four times 

in the past decade, now range from 

5% ‘eents per k.w.h. to 14% cents. 
This compares with average cost per 
kilowatt hour in 1931 of 5.82 cents for 
the country as a whole. 

Until comparatively recently the com- 
pany has supplied its customers with 
manufactured gas produced in its own 
plants. With the development of large 
natural gas production in the Kettleman 
Hills and Buttonwillow fields, the com- 
pany is gradually substituting natural 
for the manufactured product. In 1929 
a natural gas transmission line was com- 
pleted from the Kettleman Hills and 
Buttonwillow fields to San Francisco and 
more recently a second line has been ex- 
tended from this area to the city of Rich- 
mond. Since introduction of natural gas 
in 1929, demand for the product has more 
than doubled. During 1932 the company 
is expected to complete a natural gas pipe 
line extending from San Francisco to 
San Jose and a 45-mile line from San 
Francisco to Milpitas. Added revenues 
from the company’s natural gas business 
for the present year have been estimated 
at $2.5 millions while an additional $3.6 
millions are expected to be derived from 
the electric division. New construction 
projects for the current year coupled 
with merchandising efforts are expected 
to increase revenues in the aggregate of 
$7.8 millions and this should counter- 
balance, to a very considerable degree, 
the rather sharp slump in income which is 
indicated by current electric output for 
this region. For the week ended March 
26, 1932, electric output for the Pacific 
Coast region showed a decline of 16.6 
per cent below last year as compared with 
an average decline for the country as a 
whole of 10.3 per cent. 


Sound Financial Structure 


The company has built up a sound 
financial structure with a ratio closely 
conforming to what is regarded as a 
standard for the industry. Of total 
capitalization, approximately 51 per cent 
consists of bonds, 26 per cent preferred 
stocks, and 23 per cent common stock. 
Fixed property account of $653.8 millions 
at the end of last year compares with a 
direct funded debt of $232.3 millions and 
subsidiary funded debt of $76.3 millions. 
Each $1. of investment in plant and 


property yielded a return in 1931 of 13% 
cents, an indicated return of total invest. 
ment about once in each 714 years, 
slightly below the average for this type 
of business. Ratio of net profit to gross 
revenues is likewise somewhat below 
average for the industry. Of each $1 
in gross revenues for the past two years, 
19 cents has been available for common 
stock as compared with average for 
operating companies as a whole of 2] 
cents. 

The December 31, 1932, balance sheet 
showed a satisfactory financial condition 
with current assets of $30.4 millions 
against current liabilities of $21.9 millions 
and a net working capital of $8.4 millions 
against $6.3 millions one year earlier, 
In March, 1931, common stockholders 
were given the right to purchase addi- 
tional stock of the company at $25 per 
share in the ratio of 1-for-10, the offering 
resulting in the addition of some $12 
millions to the treasury. The company 
also did preferred stock and bond finane- 
ing and thus ended the year in a some 
what stronger financial position than at 
the end of 1930. New construction ex- 
penditures for 1932 have been estimated 
at $31 millions and as this cannot be 
financed entirely from the treasury, it is 
likely that further security offerings will 
be made over the next few months. 
Maturities in 1932 include $336,000 
Northern California Power Ist 5s due 
June 1 and $676,000 United Gas & Elec- 
tric Ist 6s due July 1, provisions for 
which have already been made. 


Depression Proof? 


The business of Pacific Gas appears to 
be less susceptible to depression influences 
than is true of the larger number of elec- 
tric and gas utilities and the manage 
ment’s policy of aggressively exploiting 
new areas and inducing greater per capita 
consumption through merchandising ef- 
forts should continue to act as a buffer 
against loss in revenues resulting from 
present economic conditions. The prog- 
ress made in improving potential eart- 
ing power should be reflected in sharply 
increased earnings with a return to more 
normal conditions and this in tum 
should warrant higher levels for its 
equity stock. The issue may be 
as a satisfactory investment equity for 
the longer term future as well as a rather 
profitable commitment from the stand- 
point of yield. 
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Deflation’s Toll 


HE years 1930 and 1931 were consid- 
extreme deflationary periods. 
When the public saw in excess of $48 bil- 
jjons in security valuations wiped out, 
they could not help but come to the con- 
cusion that it approached exhaustion. 
Yet it turned out to be only the be- 
inning, for the first three months of 
1932 sees the loss in values substantially 

ented. A recent compilation showed 
adecline of more than 85 per cent from the 
high prices of 1929. Stated in another 
manner, there remains but a meagre 15 
per cent residue of what market values 
once existed. It can not be said that the 
rank and file of security holders has been 
responsible for this drastic cataclysm in 
the worth of physical property upon 
which the pillars of wealth supposedly are 
resting. This is not the case, for the 
people at large have shown themselves to 
be the bulwark of confidence. The de- 
fation has come from the banks. These 
institutions have been the ones to quake 
in their boots. 
‘The report of the Federal Reserve 
System shows that in 1931 member banks 
reduced investments and loans to the 
extent of $4.2 billions and the addition 
during the past three months has prob- 
ably amounted to another billion. A 
commentator on the report expresses the 
thought that this tremendous reduction 
ought to be enough deflation to suit any- 
one. But apparently it has not been, 
especially in circles which were the last 
sources from which deflation should have 
been pursued with such deadly effect 
upon the fortunes of the American people. 


v 
The “Prize Boob” 
HE spirit of contriteness has 


descended upon the harried head of 
the Department of Agriculture as, in a 
confessional mood, he reviews its practises. 
Coming to its functions as a loan agent 
he can not help but admit it has shown 
itself the prize boob in the history of 
finance. Under the provision of the Re- 
construction Finance Corporation, $50 
nillions is set aside for loans to farmers, 
and the business of loaning this money is 
in charge of the Department of Agricul- 
ture. That responsibility the Secretary 
finds a bitter pill to swallow, for he 
realizes that when the time comes to 
make good these borrowings, very little 
will be collected and the Department 
then will come in for criticism like that 
hurled at the Farm Board when it did 
nothing more than carry out the express 
wish of Congress to use its half billion 
dollar fund to bolster up commodity 
prices. Secretary Hyde states that the 
department is now lending ‘‘more.money 
on thinner security and sustaining more 
losses than ever before.” His department 
is not alone in seeking the questionable 
honor of being the prize boob; there is 
also the Shipping Board which the Presi- 
dent is seeking the authority to abandon 
to save further loss to the government 
and indirectly to the taxpayers. Several 
other adjuncts of the government which 
exercise their authority to pry mis- 
chievously into private business could 
also be scrapped. They, too, are prize 
boobs. These are the parasites which 


liberal Congresses have inflicted upon the | 


People in recent years and for which they 
are how paying through the nose with a 
billion dollar tax bill. 
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family famous foods 
presents its annual report 


THE GROuP of nationally advertised products which comprise the 
General Foods family enjoyed a relatively successful year during 1931. 

This fact is a tribute to the stability of the food industry, America’s 
largest business. It also shows the advantages, both in production and 
selling, which come from grouping products distributed through iden- 
tical channels. It shows the stabilizing effect resulting from the devel- 
opment of a merger of the General Foods type. 

The story of General Foods’ activities during 1931 is told in the 
Company’s Annual Report. This report, originally prepared for distri- 
bution to the company’s 53,000 stockholders, is now offered to the 
public in booklet form. A written request from any interested person 
will bring the booklet free. 


GENERAL FOODS 


DEPT. 10-M 250 PARK AVENUE NEW YORK CITY 


Maxwell House Coffee and Tea, Log Cabin Syrup, Jell-O, Certo, Postum, Post’s Bran Flakes, 

Calumet Baking Powder, Walter Baker’s Chocolate and Cocoa, Franklin Baker’s Coconut, 

Minute Tapioca, Grape-Nuts, Sanka Coffee, Swans Down Cake Flour, Post Toasties, 
Satina, Birdseye Frosted Foods, La France, Diamond Crystal Salt, Whole Bran. 
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Companies Which Earned More 


Contrary to the general belief that the business depression of the past two years ad- 
versely affected all companies, reference to the tabulation below of 155 companies 
engaged in various lines of industry, which reported larger net earnings in 1931 
as compared with the previous year, should afford palatable reading. It will be 
noted that the list includes the world’s largest telephone company, leaders in the 
cigarette field and also major companies operating in the office equipment, public 
utility and chain store fields. Not only did these companies report larger net 
incomes in 1931, but also achieved the best record in their earnings history 


193 1—— 1930—— 1931——— 1930— 
Net Net Net Net 
Income ncome Income Income 
(000) Per (000) Per (000) Per (000) 
COMPANY: Omitted Share Omitted Share COMPANY: Omitted Share Omitted Shy 
Affiliated Products............ ~ $1,010 $2.63 $771 $2.01 Los Angeles Gas & Electric....... 5,214 p26.72 4,767 p24 
1,07 0.74 831 0.58 Louisiana Power & Light........ 1,898 p31.63 1,734 289) 
American Home Products....... ;. 3,373 5.52 3,356 5.49 Lynch Corporation......... Saas 182 2.62 172 94 
American Machine & Metals..... 4 0.24 d552 nil 
1,916 3.81 1,893 3.76 Manhattan Shirt............ 102 0.36 4297) diy 
American Tel. & Tel. ...... 166,666 9.05 165,544 9.22 Mapes Consolidated Mfg........ 641 5.34 632 
American Tobacco.............. 46,189 9.07 43,295 - 8.56 McKee (Arthur G.) & Co........ 555 6.57 548 6.49 
American Zinc, Lead & Smelt. 212 p2.64 p2.37 McLellan Stores................ 361 0.19 257 0.005 
BD 3,580 17.64 x1,018 5.02 Memphis Natural Gas..... 668 0.66 463 
Bell Telephone of Canada. .... yr 5,791 7.56 5,416 7.2 Monroe Chemical............. ; 253 1.21 240 = 1% 
Bell Telephone of Pennsylvania. .. 10,912 p54.56 10,501 p52.50 Monsanto Chemical......... —_ 1,281 2.98 733 «17 
er Te ae 1,555 0.74 1,187 0.56 Montreal Light, Heat & Power... 9,767 2.17 8,944 219 
Bigelow-Sanford Carpet......... 413 0.80 d609 nil 821 3.88 615 25) 
Brillo Manufacturing........... 279 1.40 182 0.78 
Brockton Gas Light............. 237 2.06 230 2.00 National Air Teemaport. eerie 491 0.75 431 0.6% 
Brooklyn Union Gas............ 5,664 7,65 5,354 7.25 National Distillers Prod..... sees 372 1.48 307) 1% 
Brown Shoe....... 4.37 1,334 4.22 National Rubber Machinery..... 38 0.33 d33 
335 b3.74 274 New England Tel. & Tel......... 11,675 8.76 11,432 85% 
1,793 3.36 1,790 3.35 15 1.59 14° d0.58 
New York Steam........... ine 2,019 3.83 1,703 2% 
Cannon Mills....... inebenudese 2,089 2.09 1,545 1.54 New York Telephone....... sem 35,323 9.08 30,479 995 
Central Illinois Light............ 1,633 p23.08 599 p24.29 £1,205 1.84 f2 nil 
Century Ribbon Mills........... 156 0.75 d172 nil N. Y. Transportation. ........0. 930 3.96 923 3% 
Chesapeake Corporation......... 6,494 3.60 6,258 3.47 Northern Indiana Public Service. . 3,726 1.33 3,670 14 
Chrysler Corporation.......... ' 1,468 0.33 234 0.05 
Cincinnati & Suburban Bell Tell. . 2,612 4.75 ,467 4.49 Sr 1,100 0.62 921 «03 
> 4,023 11.82 13,515 11.15 Ontario Manufacturing..... 67 0.81 11 
Coca-Cola International......... 4,279 16.16 5620 12.23 Owens-Illinois Glass............ 2,744 2.45 2,738 24 
Congoleum-Nairn........ 1,239 0.90 208 0.08 
Connecticut Light & Power...... 4,151 p31.81 4,106 31.46 Pacific Gas & Electric........... 24,791 2.79 21,404 307 
Copeland Products............. 314 6.05 107 2.06 Pacific Lighting............. sia 8,020 4.46 3969 4.45 
Pacific Telephone & Telegraph.... 18,807 7.69 17,652 7.05 
Davenport Hosiery Mills........ 385 4.29 313 3.27 Pan American Airways....... eu 105 0.21 d30 il 
Detroit Edison...... 11,429 8.98 11,116 8.75 Penn. Power & Light.......... 10,510 p17.22 9,358 
Devoe & x33 1.12 x132 0.0.6.0 90 5.55 60 3.74 
§1,691 1.74 §118 0.09 8,913 3.13 8,290 2.8 
Dominion Stores. .......... saee 52 1.85 519 1.87 Peoples Gas Light & Coke...... 7,561 10.95 7,197 115 
Duquesne Light Company....... 14,136 p51.40 14,025 p51.00 Pennroad Corporation. ......... 4,49 4,469 0.40 
Durhaan Hosiery Mills.......... 75 p2.28 di nil Pennsylvania Water & Power..... 2,056 4.7 1,957 455 
. Philade!phia Reading Coal & Iron 1,360 0.98 1,026 03 
El Paso Natural Gas. ....: 327 2.69 283 2.48 Philip Morris Consolidated. ..... 385 0.31 165 
Emerson's Bromo-Seltzer........ 2,069 c2,77 2,064 ¢2.75 Public Service Electric & Gas..... 31,426 p62.85 31,098 p433i 
Endicott Johnson Corp........ ne $2,580 4.84 765 0.14 Public Service Northern Illinois... 7,589 10.58 564 129 
Eureka Pipe Line............. oe 205 4.11 10 0.21 Public Service of New Jersey..... 30,541 3.85 30,163 401 
Fall River Gas Works. ..... 205 3.10 200 3.03 Quaker Oats........ 6,856 8.22 6,003 701 
Fifth Avenue Bus........... 381 0.64 381 0.64 
Fishman (M.H.) Co........ 153 1.67 73 0.60 Reliance Manufacturing......... 385 1.02 107 
Reynolds (R. J.) Tobacco........ 36,396 3.63 34,254 34 
General Stock Yards..........0.8 710 8.67 503 5.33 Rockland Light & Power........ 1,251 0.92 174 (O87 
Gilchrist Company............-. = = 488 3.68 409 
y p2.! y ni 
908 4.32 754 3.67 5,416 6.34 3,750 48 
Greyhound Corp........ 356 259 pl.47 Sangamo Wiectvic. 393 2.65 364 235 
Hachmeister-Lind. 244 1.38 133 0.03 Servel Incorporated............. y106 0.58 934 
Ball CW. FF.) Primting.....ccccccese 1,058 2.49 974 2.43 Southern New England Telephone 3,529 8.82 3,411 ol 
Hazel-Atlas Glass........ covers 2,490 5.73 1,528 3.52 Southwestern Gas & Electric.... 857 16.20 1,226 12 
Hershey Chocolate. ............ 7,635 8.73 7,519 7.89 South West Penn Pipe Line..... i 155 4.44 113 ar 
Hollander & Son......... 569 2.86 308 1.44 Spiegel, May Stern. 50 pl.13 2,258 
Horn & Hardart Baking......... 1,509 15.41 1,462 14.92 Standard Clay Products......... 84 11.20 23 3.8 
Homestake Mining.......... e's 2,436 9.70 1,493 5.94 Standard Fruit & Steamship..... 742 p5.30 11 pow 
Houdaille-Hershey.......... 226 =6.a.59 d157 nil Storkline Furniture............. 27 p0..76 3 
Household Finance............. 4,154 4,066 5.73 Swift International.......... see 6,610 4.41 6,549 
Hygrade-Sylvania.............. 1,414 6.53 1,397 4.14 Syracuse Washing Machine...... 219 = 0.42 d72 
Tilinois Northern Utilities. ....... oat 17. J 
Illinois Power & Light.......... 5,651 p11.69 6,606 p14.19 Union Bag & > 112 0.77 d155 
International Business Machine. . 7,422 10.55 7,358 10.98 Union Elec. Lt. & Pr. (of Ill.)..... 1,994 p24.92 1,713 7“ 
ersey Central Power & Light.... 3,378 15.38 p20.98 niversal Products. ............ 
and U.S. Cold Storage..... 289 2.08 271 
Kansas City Power & Light...... 4,517 p112.92 4,030 p100.76 U.8. 3,021 6.20 2,951 
Kelvinator Corporation......... zi, 3! an 
Kendall 267 0.11 d234 nil Virginia Electric & Power........ 3,885 p19.89 3,845 
Kroger Grocery & Baking...... ss 2,731 1.46 2,168 1.14 Virginia Iron, Coal & Coke....... 105. p5.32 d3 
1.2 
Lehigh Valley Coal....... ‘wee 938 0.22 686 0.01 Weinberger Drug Stores......... 100 1.36 89 
Electric. hee 52 1.24 46 1.15 Western Dairy Products......... 1,130 b0.94 1,124 was 
6 .34 
Conipens 4,846 2.12 3,614 1.47 Zonite Products..... 953 1.13 750 
b On Class B Shares. c Combined Class A & B. d Deficit. pOn Preferred. f Before Federal Taxes. s 11 Months ended Nov.* 


z 12 Months Ended Sept. 30, 


y Year Ended Oct. 31. § Before Depreciation, depletion. 


x Year Ended Nov. 30. 
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THE PENNSYLVANIA RAILROAD 


SUMMARY OF ANNUAL REPORT FOR 1931 


. 85TH ANNUAL REPORT Of The Pennsylvania Railroad Company, covering 
operations for the year 1931, will be formally presented to the stockholders 
at the annual meeting on April 12th, 1932. The report shows that although 
total operating revenues in 1931 declined over $122,000,000, or 21.5%, the 
Company earned a net income of $19,545,194. This was equivalent to 2.97% 
upon the outstanding capital stock at the close of the year as compared with 
10.55% upon the amount outstanding at the close of 1930. Net income per 
share (par $50) was $1.49 compared with $5.28 in 1930. 


OPERATING RESULTS 


Increase or Decrease 
OperaATING REVENUES $448,090,279 D$122,375,081 
OperATING ExpENsES: 352,865,931 D 74,317,250 
Leavinc Net REVENUE $ 95,224,348 D$ 48,057,831 
EquipMENT, Joint Facirity Rents, etc., amounted to. 14,198,805 D 1,240,061 
Leavinc Net Ramtway OperatinGc Income of...... $ 51,055,806 D$ 41,125,751 
INCOME FROM INVESTMENTS AND OTHER SOURCES 
Gross INCOME Of... $ 99,092,142 D$ 48,356,092 
Rentat Parp Leasep Lines, INTEREST ON FUNDED 
Dest AND OtTHer CHARGES amounted to......... 79,546,948 I 908,532 
Leavinc Net Income (Equal to 2.97% of Capital 
$ 19,545,194 D$ 49,264,624 


Dividends of 614% were paid to the stockholders, part of which was charged 


to Profit and Loss Account. 
* * 


Notwithstanding extremely adverse business conditions prevailing during the 
year 1931, the results accomplished by The Pennsylvania Railroad, while not 
satisfactory, were better than those attained by railroads generally and reflect 
credit upon the loyalty and fortitude of the officers and the employes. 
Continued co-operation of stockholders, bondholders and employes is again 
solicited in securing additional passenger and freight traffic for The Pennsylvania 


Railroad. 
W. W. ATTERBURY, 
Philadelphia, Pa., April 4th, 1932 President 


THE PENNSYLVANIA RAILROAD 


Carries More Passengers, Hauls More Freight 
Than Any Other Railroad in America 


SHIP AND TRAVEL VIA PENNSYLVANIA 


APRIL 


13, 1932 


Stockholders may obtain copies of the Annual Report from J. Taney Willcox, Secretary, Broad Street Station Building, Philadelphia, Pa. 
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WALL 
STREET 
CHATTER 


By a Customers’ Man 


Simple 
Symbols 


As wE sit staring idly at the ticker sym- 
bols reeling off, they do not seem to carry 
the same meaning as in other days. The 
majority of our old customers have no 
stocks, which relieves the customers’ man 
of the duty of watching them for him. 
Notwithstanding, our board room has not 
been empty. The recent bad weather out- 
doors has been one reason for the in- 
creased popularity of our big leather 
chairs. I noted one group the other day 
busily engaged in taking down notes as 
the ticker clicked off its dull story. Upon 
closer scrutiny I find they have a new 
game. They play it for a dime or a dollar, 
depending upon the financial standing of 
the individuals. The idea is to get three 
words of at least four letters, each made 
up of the symbols as they are printed on 
the tape. When Consolidated Gas (G) 
comes out supported by American Ma- 
chine & Metals (AME) it gave one of the 
sought for words. When Gas came with 
Adams-Millis (ALL) 'that was my clue to 
tell them of their gall in using our facili- 
ties for so trifling and unremunerative a 
pastime. 


Economical 
Smokes 


Waren Tom Marshall was vice-presi- 
dent of the United States his fame was 
acclaimed when he said that what the 
country needed was a good five-cent cigar. 
It now appears that we need something 
in addition, for the five-cent cigar is riding 
to popularity on this wave of depression. 
The low priced cigar showed a gain of 
3.23 per cent in 1931 compared with a 
drop in the sale of all cigars of 9.22 per 
eent. Of the 5,625,755,735 tax paid 
cigars last year, 3,985,688,085, or 71 per 
cent, were five-centers. In 1930 they 
represented only 62 per cent and have 
been making steady gains since 1919, 
when only 29 per cent were “nickel” 
smokes. Considering the profits made by 
the cigarette companies last year, we 
should demand the return of the old 
American Beauties” that were twenty 
for five cents (before the 6-cents-a-pack 
tax). 


Wasting 
Ink 


Constmnass agitation has grown out 
of the resistance of politicians to fall in 
line with the programs of economy that 
are so necessary if a balanced budget is 
to be accomplished. There is a natural 
pride to see our worded brain child 
reproduced in printers’ ink but these 
mental luxuries and extravagances must 
be restrained when the government has 
to foot the bill. The fiood of such litera- 


ture that one receives, if he is on the 
Washington sucker list, speaks for itself 
and it is wearing out our waste-baskets. 
It has been estimated that at least $20 
millions annually could be saved by 
curtailing the issuance of useless pamph- 
lets. A recent brochure was entitled, 
“The flowering propensities of the ‘bull’ 
peanut as influenced by the hours of 
daylight.”” Wonder if there are any 
“‘bear’”? peanuts? The most recent one 
received is entitled, ‘‘How to Live on a 
Canal Boat.” That was the last straw. 
It got me to wondering and the customer 
I handed it to said that if he was reduced 
to that it would be entirely my fault. 


Lonesome 
Riches 


War is it that so many of our wealthy 
citizens lack a coterie of friends? It is 
not that this is undesired, for there are 
many who have spent or given millions of 
their wealth to become popular and be 
liked by a wide circle of friends. The 
average citizen imagines that every multi- 
plication of his money would be trans- 
ferred to the number of his friends. 
Quite the opposite is true. Wealth in 
so many cases demands isolation and 
keeping out of the limelight of undue 
publicity. When new friends can not be 
gained, it is not hard for money to inter- 
fere with the friendship of old acquain- 
tances. Loans must be kept within reason- 
able limits. Respected advice, no matter 
how sound and honest, has a habit of 
going wrong. There is no surer way of 
losing your friends than letting them in 
on an “‘inside”’ deal that does not work 


HIGHS vs. LOWS 


A clear indication of the general 
character of activity in the stock 
market recently is given by a day- 
to-day compilation of the number of 
issues making new high prices and 
new low prices on the New York 
Stock Exchange in the 1932 period. 


Date 1932 
March 28 


March 31 
i 1 


out. That is why our leaders are so ret, 
cent to share their opinions and inform, 
tion. They have learned the leggy 
dearly whenever they have violated th 
rule.~ Among our very rich men thep 
are few intimates to be found except, 
perhaps, their own children. Those nog 
so blessed more often become desponden 
in their loneliness and commit unto 
deeds of which we have had recent regret, 
table examples. 


Radig 
Ramble; 
Rapro has gone places where 
feared to tread. Only recently a completg 
broadcast was made from a B. & O. train 
speeding between Washington and Balt. 
more. Airplanes, submarines, tunnels, 
mines and great distances have hee 
conquered in testing radio’s ability to 
penetrate almost any obstacle. Three 
strongholds have not yet been invaded 
These are the stock exchange, the sub 
treasury and the night courts. General 
Sessions has dogmatically refused to allow 
a broadeast from a courtroom. The Ex. 
change strictly prohibits either announ. 
ers or newsreel men to enter its portals, 
The Treasury says it would do no good 
to tell people of all the gold laying around 
in its vaults under the prevailing condi. 
tions. Among individuals the objecting 
list is growing smaller with J. P. Morgan 
eliminated a week orsoago. There area 
few prominent holdouts who have not yet 
yielded despite much persuasion such ag 
John D. Rockefeller, Stalin and William 
Hohenzollern, but the radio scouts have 
a never-say-die spirit and they are work 
ing hard. 


Down to 
Earth 


Tus many stories of drastic deprecia 
tion of wealth in the past few years are 
topped by one just coming to light ina 
claim for a $10 million judgment against 
the American Trust Company. Mary Ff, 
Speers, president of the Speers Sand & 
Clay Works of Maryland, alleged fraud 
in the sale of her property under a mort 
gage foreclosure. The land, with val 
able clay deposits, was sold for $6,000. 
She was offered $16 millions for it in 1929. 


Statisticians 
Beware 


I; Is pitiable to find so many old friends 
who were constructively engaged in the 
Street, walking around on thin leathe 
not knowing where the next meal is con- 
ing from. For any reputable organi 
tion to prey upon them is particularly 
despicable. But such appears to be 
the case. A statistical organization 
advertises for a statistician. There ar 
thousands looking for the job. Afte 
the usual formalities of name, addres, 
experience and “‘how much,”’ the appl 
cants are told to work up an analysis ofa 
specific company. Each one is given 
different company. Naturally, putting 
their best efforts into it to create an iit 
pression they furnish the company with 
a series that in normal times it could 
not afford to pay for. After sending ina 
exhaustive study, the applicant hears 00 
more from the company. In several case, 
however, he has found the analysis pub 
lished and distributed to clients of the 
organization with only minor changé 
made in the original manuscript. It 
these statisticians who not long a 
made the decision to take these servie® 
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Board Room Brevities 


Or Gossip the Customers’ Man Hears 


Rates Parker, Gillette executive, fired his stenographer, so she fired five shots 
at him but missed—a close shave.... A depression in 450 B.C. drove money to 
percent... - Childs Restaurants are suffering stunted growth of earnings. . . . 
Ex-Secretary (now Ambassador) Mellon made out his income tax wrong in seven 
out of eight years. . . . France is buying 100 million ounces of silver for coinage. . . . 
largest circulation in world for telephone ‘books with 36,000,000 copies. . . . Alfred 
|. duPont is suing for $1.7 million for erroneous assessment on his duPont stock. 
_.. Tiffany & Company have sold $350 millions of jewelry in 40 years and have 
obtained an injunction against motion picture company using the family name. .. . 
Welcome to this world, Frazier Jelke, III, you’re sure starting at the bottom. ... Air- 
craft passengers travelled 141,729,107 miles in American planes last year.... Bul- 
ova Watch is buying three radio stations. . . . A. G. Spalding has a non-paint 
golf ball from which much is expected. . . . Woolworth has one for 20 cents. . . 


Narnantet Mayer Victor Roruscuai.p, of the Baron Rothschilds, is jobbing at 
Morgan’s. . . . Razor blades are one cent each in Russia and nobody cares. . . . 
British will shortly retire remaining $50 millions debt. . . . High grade gasoline is 
being produced from cottonseed. . . . 380 new industries located on the New York 
Central lines last year. . . . President Hoover’s pet stream at Rapidan has been 
stocked with 320 full grown trout—he would prefer Congressmen. . . . Loew’s is 
trying out complete Broadway musical comedies instead of vaudeville. ... S. L. 
Avery, president, U. S. Gypsum, will pass the responsibility toO. M. Knode. .. . 


Ma. Mussouini has an $80 millions deficit staring him in the face. ... The 
stainless steel body motor car is on the way. ... The electrical equipments are 
getting ready to cut throats in a free market. . . . Vincent Bendix of that company 
is getting politically minded. ... Your government is losing it at the rate of 
$5,000 a minute. . . . The Street is betting on Roosevelt 7 to 5, Garner 5 to 1, 
Smith 7 to 1, Ritchie 8 to 1 and Baker 10 to 1 for the Democratic nomination. .. . 
New York men are the poorest dressed in the country, says American Woolen. 
... Paramount says only one telephone per executive’s desk; call your broker on 
that one if you must. ... 


Tue Grace of Bethlehem lost out at the twentieth hole of the Southern Cross 
Tournament at Aiken. . .. A Chrysler car, three years in the California desert, 
was gassed up and ran out under its own power. . . . Berlin hotels have cut prices 
one-third and eliminated service surcharges. ... The Standard of California- 
New Jersey mixture is going through the cracking process. . . . A visitor to George 
Graham Rice says he looks like a wolf in ‘“‘cheap”’ clothing in his prison garb. . . . 
leeland is full of natural steam and hot springs while Greenland is the world’s greatest 
iee bowl... . As they say in songs, Cornelius B. Love of the Xchange has leased a 
penthouse with fifteen rooms and six baths. . . . The annual average profit of a drug 
store is $1,500 and growing less. . . . 


Tae French are planning to destroy all motor-cars over ten years old by decree... . 
Henry Ford will widen his ‘‘baby car” for British market by two inches. ... A 
chemical company deodorized the paper and ink on which its annual report is printed 
and there is a broad field for this process. . . . Cuban communists seized a radio 
station to broadeast their propaganda. . . . The Prince of Wales and Marshall Field 
both went over horses necks in the same hunt last week. . . . Plans are shaping to 
make the oil industry a public utility under regulation. . . . A.M. Byers is again a 
candidate for U. S. Steel acquisition since radium water got in its deadly work. . . 


Wir Rocers has a new twelve-cylinder gas buggy out of profits of the world 
cruise... . Columbia Broadcasting reported $18.55 a share for 1931 against $6.91 
in 1930 and $3.79 in 1929—not bad... Ex-bear Danforth is strong for Lorillard 
because he won’t have to cough up. . . . Americans spend $715 millions annually for 
drugs and medicines. . . . Charley Schwab says any d— fool can run a steel mill in 
times of prosperity. . . . North Carolina tobacco prices are down 31 per cent from 
last year... . Germany is extending its dole to include 5,600,000 unemployed in the 
coming budgetary year. ... Recent heavy turnover in Kreuger & Toll furnished 
alfa million dollars in brokers’ commissions. 


Uscoxrreanen rumors are flying fast that Studebaker, Nash and Hudson are 

getting together. ... Bootleggers in Cuba are learning their tricks with American 

“garettes their racket. ... Price cutting is breaking out in the electrical refrigera- 

tion group.... Estate of Frank W. Savin was only $1.3 millions though much more 

Was hinted... . Copyrighted slogans are losing privacy when one says, ‘‘Eventu- 
y—why not now?” and another copies, ‘‘Why wait?” ... R.K.O. plans unit 

Production to acquire ten independent producers and divide costs and profits. . . . 
¥ not call anti-hoarding Chairman Knox the circulation manager? .. . 


APRIL 13, 1932 


Tri-Weekly 
Stock Letter 


Contains pertinent short 
market comment on active 
securities and possible 
future market movements. 


Mailed free on request 


Ask for F. W. 520 


John Muir&@ 


Members 
New York Stock Exchange 


39 Broadway New York 
Branch Office—11 West 42nd St. 


SAME CARE GIVEN 


to large or small orders; 100 share or odd lot units. 
Let us aid you in your investment plans. 


Helpful booklet on Odd Lots sent 
free on request. Ask for K6é 


(HisHoLMm (HAPMAN 


Members New York Stock Exchange 
52 Broadway New York 


Another 
Big Decline? 


Send for FREE Bulletin FWA-9 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 


Put away $10 a month 

1000 for 84 months in this 

47-year-old institution 

and, with dividends of 5% compounded  quar- 

terly, you've bought yourself $1,000. Other 

plans for savers are savings accounts paying 4% 

and income certificates at 444% compounded 
quarterly. Call or write for booklet FW. 


E R I A L BUILDING LOAN AND 

SAVINGS INSTITUTION 

195 Broadway-170 Fulton St.-162 West Broadway, N.Y.C. 
Resources over $10,000,000.00 


Are Any Stocks 
still too high? 


"In September and again February, at 
Prices where various observers favored these 
stocks for purchase, American Securities 
Service in Special Report analyzed 18 
prominent stocks and stated they were still 
too high. Since then there have been 
broad drastic declines. What next? 


Are stocks now cheap and a purchase 

for broad advance? Or are various issues, 

in view of what is ahead for them, still 
too high? 


© This important matter is analyzed in new 
Report. A few extra copies reserved for 
distribution, free. Simply ask for 


** Special Stock Report’? - 


AMERICAN SECURITIES SERVICE 
106 Norton-Lilly Building, 


New York 
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WEEKLY RECORD OF EARNINGS 


40 WEEKS ENDED MARCH 5: 


Loblaw Groceterias 


12 MONTHS ENDED FEBRUARY 29: 
Engineers Public Service 
Jamaica Public Service 


9 MONTHS ENDED FEBRUARY 29: 
Madison Square Garden 


8 MONTHS ENDED FEBRUARY 29: 
Third Avenue Railway 


12 MONTHS ENDED JANUARY 31: 
Mesociated Dry Goods... 
Emporium Caj well Corp 

Filene’s (Wm. Me 

Franklin Simon & ‘Company 

Gilchrist Company 

Gimbel Brothers 

Godchaux Sugars 
Gorham Mfg 

Hall (W. F.) Printing 

Horne Company 

& 
National Department Stores........... 
Port Huron Sulphite & Paper. . d4,995 
Snider Packin 01,673,755 
Stix, Baer & d20,411 


12 MONTHS ENDED JANUARY 2: 
Consolidated 


12 MONTHS ENDED JANUARY 15: 
Crowley Milner 


9 MONTHS ENDED JANUARY 31: 
Zenith Radio 


12 MONTHS ENDED DECEMBER 31: 


$218,534 


61,026 


$390,030 
dl, 316, 310 


di, 228,107 
604,734 


3,282,862 
579,634 


226,212 


1932 
Net Earnings 


1931 


1931 
Per Share Net Earnings 


$2.04 


Per Share 
$812,260 


6,773,429 
$251,243 


232,137 


63,012 


2,467,458 


119.746 


d2,411,199 


862,686 


d438,238 


Aluminum Co. of America 

American Maize-Products 

American Machine & Foundry 
American Public Service 

American Ship & Commerce........... 
American States Public Service 


3,910,054 
265,973 
1,838,529 
1,435,773 
d43,249 
£267 462 
345,493 
d1,701,648 
d266,103 
d558,712 
d3,205,669 


Art Metal Construction 

Aviation Corp 

Buffalo, Niagara & Eastern Power 
Burns Bros 

Canadian Westinghouse Co., Ltd 
Central Power & Light 

Central Maine 
Chesapeake Co 

Chesebrough Mfg 

City Auto Stamping 

Cleveland Automatic Machine 

Conde Nast Publications 


Consolidated Retail Stores 
Continental-Diamond Fibre.......... 
Curtiss-Wright Corp 


Duquesne Light Company 
Eastern Gas & Fuel Associates 


Granby Consolidated Mining & Smelting 
Great Northern Iron Ore 

Greyhound Corp 

Horn & Hardart Co., of N. 

Hudson Bay Mining & Smelting 
International Cigar Machinery 
International Products................ 
Jackson (Byron) Company 

Koppers Gas & Coke 

Miami Copper 


National Tile 


North West Utilities. 

Pan-American Airways................ 
Panhandle Producing & Refining 
Paramount- Publix 


Rubenstein (Hel2na) . 
Schulte Real Estate “3. 644 


d314,659 


Southwestern Light & Power 
Spicer Manufa::turing 
Starrett Corporation 
Strombe Telephone 
Syracuse ig hting 

United Gas Iraprovement 
Vadsco Sales ‘Corp 

Westfield Mf 

Winnipeg Electric 

Yale & 


aOn Class A Shares. 
p On Preferred. 


b On Class B Shares. 
t Before Depreciation. 


1930 
10,868,685 


a9,012,919 
d190,739 
14,024,981 


d296,931 


f Before Federal Taxes. 


Public. 
Utility 
Notes 


The drastic liquidatiq 
in International Te& 
phone common 
has taken place during 
the past few days wy 
attributed first to selling of Kreuger { 
Toll holdings of the issue and later 4 
liquidation on the part of the Macks 
interests. Regardless of the souree ¢ 
selling, there appears to be little reagy 
for stockholders becoming alarmed ove 
the situation as recent price weaknegg 
may not be ascribed to any unfavorabk 
developments within the company itself, 
It is true that the company has a vey 
small working capital and has bank loan 
of approximately $44 millions, which itis 
not able to fund under present condition 
in the security markets. This holds good 
for a great many public utility enterpriss 
at the present time, however, and cop 
tains only a remote element of danger in 
the International Telephone situation a 
the company enjoys excellent bankin 
sponsorship. 


Selling in 
International 
Tel. & Tel. 


The number of custo 
mers served with nat 
ural or manufacture 
gas increased by 40 pe 
cent between Januay 
1, 1921, and January 1, 1931, from 
11,452,000 to 16,009,000, according tos 
survey recently completed by the Amer 
can Gas Association. Manufactured gu 
customers increased from 8,837,000 t 
10,471,000, a gain of 19 per cent. Natur 
gas customers increased from 2,615, 
to 5,524,000, a gain of 111 per cent. The 
rapid growth in natural gas patronage ha 
resulted largely from the discovery d 
large reserves in the Texas Panhande 
area and the construction of numero 
pipe lines to large consuming centers. 1 
January 1, 1931, a total of 7,832 com 
munities in the United States were being 
supplied with gas by nearly 1,200 ind: 
vidual gas companies. On the basis of the 
1930 census 13 persons in the United 
States out of every 100 were gas cusit 
mers; in California 29 customers per Il 
population were being served. 


Gas Industry 
Expanding 
Steadily 


After several weeks d 
delay, officials of th 
Middle West Utilitie 
Company and banker 
have finally come 
gether in an effort to work out a plat 
of reorganization. While the compall 
has a number of problems which mus 
be solved before it is restored to a satit 
factory operating status, the most pe 
ing is the $10 millions note issue whieh 
matures June 1, 1932. It is unders 
that the company’s capitalization 
sealed down and that holders of nolé 
which mature June 1 will be asked # 
exchange their holdings thereof for othé 
securities of the company, probably et 
vertible preferred stock. 
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Middle West 
Utilities 
to Reorganize 


$763,639 
| 
| 
| 
0.64 192,144 0.42 

1.86 1,935,412 2.85 
nil 151,953 p5.85 
ee 1.08 41,418 0.35 
nil 379,844 p2.19 

nil 384,197 nil 
0.15 112,731 0.58 

2.49 974,110 2.43 
p3.96 1,058,413 2.57 
0.99 945,822 1.99 
nil 753,803 nil 
4.66 728.697 5.67 
nil 86,444 0.57 
nil nil 

p2.66 1.38 

0.53 3.06 

1.83 3,064,234 2.95 
p18.00 1,564,914 p16.67 
nil 53,374 nil 

merican Writing Paper.............- nil 145,338 pl.62 
Arcturus Radio Tube................. nil 1,368,898 nil 
nil 519,712 1.62 

nil 4,703,601 nil 
12,054 p4.93 12,112,456 p4.97 
d2,836,518 nil 1,387,599 nil 
1,842,740 3.41 2,873,535 5.32 

83,562 b0.11 218,838 b1.84 

1,822,931 p13.45 2,239,369 p18.59 

6,494,519 3.60 6,257,927 3.47 
SN 1,294,106 10.78 1,415,877 11.79 

214,080 nil 2,964 p0.17 

370,459 1.18 1,023,194 3.27 

i pam Consolidated Bakeries of Canada....... 367,082 1.15 275,260 0.86 

. 350,996 nil 252,282 0.31 

d279,813 nil 446,621 0.88 
. 4,126,060 nil nil 
De ts nil nil 
1.11 6,212,440 1.34 
edera 1,937,46L al.66 2,924,544 a2.74 
d507,473 nil 124,814 0.27 
2,122,500 1.41 3,084,763 2.05 
355,525 p2.43 259,229 p1.47 
2,409,419 3.95 2,360,864 3.86 
1,683,707 2.80 1,999,686 3.33 
422,351 nil 631,955 0.77 
d293,087 nil 358,067 1.03 
2,458,187 p12.29 3,140,113 p15.70 

d885,759 nil 726.712 0.97 

See, d227,133 nil d668,719 nil 

Muskegon Piston Ring................ 88,238 1.69 166,474 3.20 

eee 1,516,196 p11.75 1,937,841 p15.02 
105,452 0.21 d305,271 nil 
ee) d515,644 nil d449,401 nil 
| 245,982 nil 239,152 nil 
Peninsular Telepbone................. 462,842 1.62 437,972 1.44 
Penn Coal & Coke..................-. 290,379 nil d21,109 nil 

0.26 554,464 0.72 

tera p0.12 158,888 p5.29 
eee Sloss-Sheffield Steel & Iron............ 79,342 p1.18 360,991 p5.39 
Southwestern Gas & Electric........... 1,857,400 16.20 1,225,856 7.52 
456,685 p8.69 722,674 p13.78 
nil 669,703 2.21 

262,801 p5.25 572,808 0.92 
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A Reverse of Pyramids 


PROMINENT utility head, Sidney 
§. Mitchell, took the occasion pre- 
sented by the annual meeting of the 
stockholders of the Electric Bond & 
share Corporation, to explain that only a 
small change in the earnings of the 
operating members of the holding com- 
y was necessary to exercise a tre- 
mendous leverage in the earnings on the 
nt company’s stock, a fact which was 
not generally understood. An increase 
jn subsidiary earnings of but 1 per cent 
ean swell to a number of times that 
amount on the stock of the holding com- 
pany, and the ratio compounds as further 
increases are recorded. When earnings 
are on a downward course the very re- 
verse occurs, and as a result the picture 
assumes a discouraging aspect. Utilities 
happen to be in that cycle for the moment, 
but that situation can not continue in- 
definitely. When the change takes place 
the prospects will quickly brighten, but 
this outcome can not be impressed on 
holders of these securities, which suffer not 
alone from the general deflation but like- 
wise from political agitation for decreased 
rates and other causes. Yet, unlike single 
units, which can weather the adverse influ- 
ence of a depression because of their in- 
tegral structure, pyramids assume a top 
heavy situation, and unless they rest on a 
firm base can more easily topple over. 


v 
Letting Out the Water 


ACH depression develops elements of 

weakness that must be corrected if 
the foundation of industry is to be re- 
placed in a sound position. This de- 
pression has uncovered the great need 
for corporations to rid themselves of the 
water they had accumulated in anticipa- 
tion of business continuing its secular 
growth at the pace of 1928, which was 
far too rapid. When that process is 
completed, this era will be known as 
one in which excessive capitalization has 
been corrected—the ‘‘unwatering”’ era. 
The readjustment is a painful one, yet it 
can not be avoided. Holding companies 
in particular will be the most prominent 
in this decapitalization process. Every 
week finds an increasing number of 
corporations announcing certain readjust- 
ments in capital. If it is not in the 
number of shares it is in reducing their 
par value, or in fixing the value on their 
balance sheets at a lower level in order 
to bolster up their surpluses. It is far 
better for security holders that this 
transition to common sense and conserva- 
tive methods is being accomplished with- 
out resort to expensive receiverships. 


v 
Lost Their Magic 


(NY a few years ago the retirement 
“ of an important financier from the 
directorate of a large corporation would 
have occasioned considerable talk as to 
the reason, but not now. Only a slight 
nipple of interest makes itself felt on 
such announcements. The explanation 
for this unconeern is self evident. The 
magic of big names has lost its potency in 
the severity of the depression. People 
at the moment are little concerned in 
hames or tags, but in deeds, and for this 
indifference they are not to be blamed 
when it is so patent that men enjoying 
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Guaranty Trust Company 
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BRUSSELS LIVERPOOL 
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HAVRE ANTWERP 


Condensed Statement, March 


28, 1932 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, 
and due from Banks and Bankers ....... 


$ 171,738,703.71 


U. S. Government Bonds and Certificates. . 285,767,078.71 
Public Securities................ 38, 142,829.36 
Stock of the Federal Reserve Bank......... 7,800,000.00 
Other Securities............. 21,572,323.17 
Loans and Bills Purchased....... 641,634,027.98 
Real Estate Bonds and Mortgages......... 2,029,648.98 
Items in Transit with Foreign Branches... 3,301,059.81 
Credits Granted on Acceptances.......... 81,672,151.37 
Accrued Interest and Accounts Receivable. 9,245,345.36 
$1,277,400,674.74 
LIABILITIES 
SurplusFund............ 170,000,000.00 
Undivided Profits ......... 24,963,384.21 


$ 284,963,384.21 


Accrued Dividend 4,350,000.00 
Accrued Interest, Miscellaneous Accounts 

Payable, Reserve for Taxes, etc......... 8,585,075.43 
Liability as Endorser on Acceptances and 

$881,731,659.23 
Outstanding Checks...... 11,199,988.58 892,931,647.81 


| $1,277,400,674.74 


high reputations in the past for sound 
judgment have shown themselves to be 
as incapable of judging the future and 
overcoming difficulties as the great mass 
that looked to them for guidance. 

It is too bad that public confidence has 
shrunk to so low a pitch, since it is es- 
sential that we must have leaders. An 
army can not lead itself, and when the 
army is headless it is like a herd of cattle 
running here, there, and everywhere 
without knowing what it is doing. In 
a large measure this is the pilotless state 
of mind now existing. 


v 


Drift to the Farms 


PRONOUNCED trend back to 

“the good old farms” is noted. 
Such a movement has called for various 
explanations, and some of them provide 
a basis for speculation as to their sound- 
ness. It is stated that this migration 
rural-ward will lessen the serious unem- 
ployment problem with which urban 
communities are contending. Another 


claim advanced is the opportunity of the 
idle to find security and a cheaper form 
of existence on a small farm. All this 
sounds plausible enough were it not for 
certain basic factors which do not offer 
similar reassurance. While they may be 
bought very cheaply, farms still involve 
an investment unless they are obtainable 
on long credits, and this raises the question 
of whether those going back to the farms 
are financially equipped to purchase them. 

A shiftless and impoverished popula- 
tion does not make a desirable addition 
to any community. In the end the 
burden of providing for them only shifts. 
The farmers themselves are faced with 
the same factors of adversity as are their 
city brothers, and any increase in compe- 
tition for what remains to be gained from 
the sale of produce merely adds to his 
difficulties in making both ends meet. 
But the most important problem remains. 
Those treking back to the farms must be 
equipped to successfully cultivate the 
earth. If they are not fitted to do that, 
then their lot will not be eased by simply 
moving back to the farm. 
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COMING DIVIDEND MEETINGS 


MONDAY, APRIL 11 


First National Bank & Trust, Real Estate-Land Title & 
Bridgeport, Conn. Trust 
Horne (Joseph) & Company Union Trust Co. of Maryland, 
Baltimore 


TUESDAY, APRIL 12 


Gas Securities St. Louis Car 

Hartford (Conn.) Times, Inc. Selby Shoe 

International Safety Razor Tide Water Power 

New York & Honduras Rosa- United Light & Power Co. 
rio Mining (Class A & B) 

Pacific Clay Products Wachovia Bank & Trust, 

Procter & Gamble Company Winston-Salem, N. C. 

Reliance Grain Co. Ltd. 


WEDNESDAY, APRIL 13 


Bridgeport Roland Park Homeland 
Continental Can C Sinclair Consolidated 
Title & (Pfd.) 


$4 Woolworth (F. W.) Company 
Trust, Wilmington, 


THURSDAY, APRIL 14 


Atlantic Marconi Co. Inc. | Germantown Trust, Phila. 

Camden (N. J.) Fire Insur- New Amsterdam Casualty, 
ance Association Baltimore, Md. 

Galveston Wharf 


FRIDAY, APRIL 15 


& Aroostook R.R. May Radio & Television 
mae Plan Co. of Rhode 


nd 
Public Service 
Pacific Commercial Co. Inc. 
Security Insurance, New Ha- 


Bangor 
(Pfd. & Com.) 

Cushman’s Sons, Inc. 

Delaware Valley 

Grand Rapids Varnish 

H. & B. American Machine 

Kroger Grocery & Baking ven, Conn. 

Ludwig Baumann & Co. Standard Co: tions Inc. 

Marine Se- Insurance, 
at 


MONDAY, APRIL 18 


Blauner’s Stamford Water 
National retry & Trust, Sutherland Paper 
Washi Lc. Underwriters Finance Co. Inc. 
St. Paul ( ion.) Fire & Ma- (Pfd.) 
rine Insurance 


TUESDAY, APRIL 19 


American Asphalt Roof 
Atlanta & West Point R.R. 
Paper Mills, Inc. National Refining 
Corn Exchange National Ohio State Life Insurance, 
Bank & Trust, Phila. Columbus 
Decker (A.) & Cohn, Inc. Paterson (N. J.) Savings In- 
Dominion Bridge Co. Ltd. stitution 


Keystone Telephone Com- 
pany of Phila. ($4 Pfd.) 


Empire Gas & Fuel Public Service Company of 
Gibson Art ‘olorado 
Westfield Mfg. 


WEDNESDAY, APRIL 20 


American Re-Insurance, N.Y. General Outdoor Advertising 
Bohack (H. C.) Company, Inc. Co. Inc. (Pfd.) 

California Ice & Cold Storage Hobart Mfg 

Cities Service Industrial “cold Storage «& 
Columbus Dental! Mfg. Warehouse 

Eastern Utilities Associates | Meletio Sea Food 
ew Corp. of Ogden, Park Mortgage & Ground 


Rent 
Standard Cap & Seal 


THURSDAY, APRIL 21 


Carolina Insurance, Wilming- 
ton. N. 

Cities Service Power & 

Commercial Discount, 
Angeles 

Continental American Life 
Insurance, Wilmington, Del. 

Guar- 
antee, N 

Eastern Shore Public Service 


Freeport Texas Compan 
Mickelberry’s Food ucts 
Midland Grocery 
Muskogee Co. (Pfd.) 
Philadelphia Suburban Water 
Russ Building Company 
Union Corp., Eliza 
beth, 


U.S. Pipe 
White Den Mfg. 


FRIDAY, APRIL 22 


American Home Products 
Community Water Service 
(Pfd.) 


East Kootenay Power Co, 
Ltd. (Pfd.) 

New Rochelle Water (Pfd.) 

Penn State Water Corp. 


MONDAY, APRIL 25 


American Arch 
Coca-Cola Company 
Golden Cycle Corp. 


24 


Merchants Fire Assurance, 
N. Y, 
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Its Humorous Side 


ISTENING in on the radio recently 
we heard a stentorious voice pro- 
claiming the virtues of sound investments. 
The talk was convincing. A guest, after 
the talk was over, proclaimed ‘‘that is 
the type of counsel which should be fol- 
lowed.” But alas, his opinion quickly 
changed when he heard the announcer 
say, ‘‘you have been listening to Mr. 
So and So who has been telling you about 
sound investing for the well-known and 
conservative investment concern of Such 
and Such. By consulting them you 
can not go far wrong.” 

The house was one that, in its career 
as a specialist in real estate investments, 
has more defaults to its credit than any 
other, and the cause for them was none 
other than excessive inflation and greed 
for large profits. Yet, this institution has 
not lost its nerve. It thinks that by 
advertising it can wipe out this bitter 
memory among investors, or thinks that 
enough new ones ean be found upon 
which it ean rehabilitate itself. The 
public can forget honest errors of judg- 
ment, but never can forgive willful ex- 
ploitation. 


= 


“A & P” Profit Margin Up 


LTHOUGH it was slightly less than 
in the preceding year, the net income 
of the Great Atlantic and Pacific Tea 
Company, in the year ended on February 
27, exceeded that of 1929. It was $29.7 
millions after all charges, which was 
equivalent, after preferred dividends, to 
$13.40 a share on 2 million common 
shares. It compared with $30.7 millions, 
or 13.86 a share, in the year ended 
February 28, 1931, and with $26.2 
millions, or $11.77 a share, in the year 
ended February 28, 1930. 

A table in the current report shows 
that the profit on each dollar of sales 
was the highest since 1924. Last year 
this profit was 2.95 cents, against 2.88 in 
1930 and 2.49 in 1929. 


BULLS AND BEARS 


concluded from page 13 


in the first quarter will be below 
those of the final months of last year. 
The benefits of a lower wage scale will 
help, but will not sufficiently offset the 
low rate of business to allow dipping 
further into surplus to pay dividends. 
With the omission of the common divi- 
dend conceded, the weakness in the pre- 
ferred stock might also suggest uncer- 
tainty of its dividend, but no change is 
indicated at this time. The report of 
Pittsburgh United reveals that none of 
its holdings of U. S. Steel have been 
disposed of. 


Western Union paid state and local taxes 
at the rate of $3.36 a share last year despite 
the contraction of its business. 


Westinghouse Electric 4 
The declaration of a 25 cent quarterly 
dividend on the common stock of West- 
inghouse changes the relationship of the 
stock to General Electric as regarding the 
comparative yields. General Electric has 
consistently sold on the lower yield basis 


SQUARE" 


OME 
“Brevity is the Soul of Wit” 


wise man said: 
—and he was right. We may 
add, it is also the soul of wisdom. 
If you know a thing thoroughly 
you do not need any long-winded 
explanation to convince your 
fellowmen. That’s why ‘“‘facts 
in a nut-shell’’ are the best 
arguments. Look over the facts 
in our advertisements—weigh 
| them in your own mind. Then 

—to be brief—we advise you to 
act.. ‘Act’ is a very brief 
word—just three letters—but 
your future prosperity is all 
Soooae up in that little word. 


but at a price 7 points lower than West. 
inghouse it is now returning a yield of 
over 6 per cent whereas Westinghouse 
yields only slightly better than 4 per 
eent. General Electric earned $1.33 a 
share last year against nothing for 
Westinghouse common. The elevator 
and refrigeration departments of West- 
inghouse have been doing well and with 
the return of normal conditions per share 
earnings are subject to mounting more 
rapidly on the 2.6 million shares of 
Westinghouse where General Electric's 
earnings must be divided among nearly 
29 million shares. 


RAILROAD EARNINGS 
continued from pagel 


‘now under way. If these drives are rea 


sonably successful, a turning point may 
be reached in April or May; if not, new 
low levels for railroad traffic and earnings 
will probably be witnessed this summer. 
It is too early to predict what the autumn 
may bring in the way of improvement in 
business. 

In the meantime, the February operat 
ing statements are worth studying for 
their indications of what individual rai- 
roads are able to do on the basis d 
current low gross revenues, and also the 
results which they would be able to o> 
tain in the event of an increase in trafic. 
All of the railroads were equally bene 
fitted by the 10 per cent wage reduction 
which went into effect February 1, and 
this is the most important single reas0l 
for the numerous instances of improve 
ment in February operating net in 
face of continued decline in gross. How 
ever, many carriers reduced other & 
penses by an amount equalling or ex 
ing the February savings from the wage 
reduction. This accounts for the rathet 


surprising lack of uniformity in the com 
parative net operating results as shown 
the tabulation. 
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which were able to make sub- 

tial reductions in other expenditures 

were the ones which were able to show 

‘ng as compared with February, 1931, 

while the companies which could not or 

did not do so, reported declines in spite 
of the wage saving. 


Curtailing Maintenance 


The reduction in disbursements other 
than that arising from the wage reduction 
is largely a matter of maintenance. Some 
roads curtailed maintenance expenditures 
very sharply in 1931, others made more 
moderate reductions. The latter are, of 
course, able to effect much greater ad- 
ditional curtailment in 1932 than the 
former. As shown by the figures in the 
accompanying tabulation, Baltimore & 
Ohio, Chesapeake & Ohio, Illinois Central, 
Louisville & Nashville, Missouri-Kansas- 
Texas, New York Central, Pennsylvania, 
Reading and Union Pacific are among 
those which have been able to effect 
further retrenchments in the current 
year, while the Atchison, Atlantic Coast 
Line, Chicago & Northwestern, Chicago, 
Rock Island & Pacific, Missouri Pacific, 
St. Louis, San Francisco and Southern 
Pacific were among those which cut down 
on maintenance and other expenditures 
last year, to an extent which makes in- 
advisable any large further reductions at 
this time. 

One implication of the current very low 
rate of expenditure is well worth bearing 
inmind. When the trend of traffic turns 
upward, the increase in net earnings will 
bemore than proportionate to the increase 
in gross for many roads. However, in 
cases where a serious amount of deferred 
maintenance has accumulated, a large 
part of the increase in the revenues will 
have to be used in making up for past 
skimping. To some extent, this will 
hold true for practically all carriers, since 
a larger volume of traffic will necessitate 
conditioning of ‘‘bad order”’ rolling stock 
which is now lying idle. However, in 
cases where the amount of deferred 


tion now before investors. 


UT yourself in a sound position. 
It is of much more importance than 

precedents, earnings, and dividends, for financial strength is 
what corporations need most in a period of shrinking earnings and in- 
creasing deficits. It is true that all these factors are valuable guides, 
but only in times when business pursues a natural tendency; they lose 
their accuracy in a period that appears to be the zero hour in a wave 


maintenance is not seriously large, even 
a moderate improvement in traffic would 
result in a sharp upturn in net in- 
come. 

The emergency rate increases on cer- 
tain classes of traffic granted by the Inter- 
state Commerce Commission in its de- 
cision in the 15 per cent increase case will 
apparently not affect the earnings record 
to any very great extent. It is frankly ad- 
mitted that the surcharges to date have 
produced disappointingly small addi- 
tional revenues. It is evident that the 
early estimates of minimum additional 
revenues of $100 millions were too opti- 
mistic. Preliminary reports indicate 
that, for the first two months of 1932, 
the surcharges have amounted to only 
about 2 per cent of total gross revenues. 
It now seems likely that the extra 
revenue from this source will not run ma- 
terially in excess of $50 millions for the 
year. Except in the case of railroads in 
receivership and a few roads whose 
revenue is derived mainly from passenger 
traffic, funds derived from the surcharges 
have to be turned over to the Railroad 
Credit Corporation’s loan pool. 


What Hope for Rails? 


In view of the impossibility of fore- 
casting the trend of traffic in the last 
half of 1932, it would be pointless to at- 
tempt to estimate earnings for the full 
year. However, it is evident that, unless 
there is a fairly substantial traffic im- 
provement in the last six months, aggre- 
gate net income of all American railroads 
will show a decline for the year as com- 
pared with 1931 in spite of the wage 
reduction and the freight rate surcharges. 
However, as is shown by the February 
operating statements, the results for the 
year will, in all probability, not be at all 
uniform. Some roads will show large de- 
clines, a fairly large number will prob- 
ably be able to equal 1931 earnings, and 
a few may show increases, if the down- 
ward trend in traffic does not continue 
throughout the year. 


Sounding Soundness 


LANDON GATES 


This is the important considera- 


of widespread discouragement. When the trade indexes begin to show 
signs of revival it will then become advisable to apply the historical 


records of the past, and not before. 


We may be approaching this point 


more rapidly than we think, for the wear and tear of the past two years 
have reached unprecedented proportions. That cannot long continue 
Without incurring national poverty. Yet it is better to await the change 
than to depend upon further hypodermic injections that have only 
impeded our recovery instead of aiding it. Every investor should check 
over his list. He should delve deeply into the solvency behind every 
security and determine the cash position of his corporation compared to 
its current liabilities. ‘Therein is the heart of their security, which will » 
decide the ability and strength of the corporations not only to weather 
the present storm but to show the power of quick recovery when 


usiness starts to turn. 


APRIL 13, 
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DO YOU 
hold these stocks? 


Ts outlook for the stocks listed below is dis- 
cussed in our current Stock Market Bulletins, 
copies of which will be sent to you free of charge. 
Should you buy, hold or sell the following securities? 


Atchison United Corporation 
American Can Standard Brands 
General Foods Air Reduction 
National Dairy Products Mathieson Alkali 
General Motors Standard Oil of N. J. 


Studebaker ‘Texas Corporation 
Chrysler United Gas Improvement 
Nash First National Stores 
Kroger Groce: Share 


ry Electric Bond & 
Niagara Hudson Goodyear 


Simply send your name and address and the 
Bulletins discussing the above mentioned stocks 
will be sent to you without cost or obligation. 
Also an interesting book called ‘‘Making Money 
in Stocks.” 


INVESTORS RESEARCH BUREAU, INC. 


Div. 343, Chimes Bldg., Syracuse, New York 


Offering Investments 
in Outstanding 
ELECTRIC and GAS 
Utility Companies 
UTILITY SECURITIES 
COMPANY 
230 S. La Salle St., Chicago 


Half-Price Introductory Offer! 


“The Trend of Stock Prices” 
2 Months for only $m 


For a limited time. we will send our weekly bulletin, 
«The Trend of Stock Prices’’ for 2 months for only $2. The 
regular price is $24 per year. Write your name and address 
on the margin of this advertisement, enclose $2, and mail to 


NEILL-TYSON, Inc. **” 


366 Madison Avenue, New York City 


Safe flying 


THEAUTOGIRO’S 
ACHIEVEMENT 


The safety factor of the Auto- 
giro is unquestioned. It cannot 
tail spin or nose dive. Kellett 
Autogiro Corporation has 
been prominently identified 
with the Autogiro Industry 
almost since its inception in 
America. For complete details 
regarding the Corporation's 
offering of Class “A” Stock— 


— — — — Send the Coupon -— — —— 


WALLACE SECURITIES 
CORPORATION 


63 Wall Street WHitehall 4-3372 New York 
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4 Bertrand W. Hall, formerly with Bridg- 
man & Company, has joined Cassel, 
Strupp & Company as specialist in bank 


and insurance securities. He will be 
located at the firm’s New York office, 
52 Wall Street. 


4 Harold G. Meadows, Jr., has become 
associated with Doty, Fay & Company as 
manager of their bond department. 
Office is located at 15 William Street, 
New York. 


41. G. Grettum, gas engineer, has been 
placed in charge of engineering and field 
operation of the natural gas division of 
the Southeastern Gas and Water Com- 
pany. 


4 Floyd B. Odlum, president of Atlas 
Utilities Corporation, has been elected a 
director of both Reliance International 
Corporation and Reliance Management 
Corporation. 


4 Auerbach, Pollak & Richardson have 
opened a branch office at 29 East Ford- 
ham Road, New York, under the man- 
agement of Arthur I. O’Neill. 


4 Charles A. Stone and Bayard F. Pope 
have been elected chairman and vice- 
chairman respectively of Stone & Web- 
ster and Blodget, Incorporated. Robert 
H. Van Deusen, formerly executive vice- 
president of the company, has been 
elected president. 


4 Moffatt & Spear, members of the New 
York Stock Exchange, have removed their 
office to 19 Rector Street, New York. 


4 Kennedy, Free & Company is the name 
of a new firm which has recently been 
formed. Office is located at 39 Broadway, 
New York. 


4 Donald J. Grant, formerly with Grant 
& Proctor, has become associated with 
A. K. Shaw & Company as manager of 
the bank stock department. Office is 
located at 33 Broadway, New York. 


. 4 Charles E. Cane has become associated 
with Reynolds & Company, members of 
the New York Stock Exchange. Office is 
now located at 120 Broadway, New York. 


4 Joseph M. Goldsmith has retired as 
general partner in the firm of D. H. Silber- 
berg & Company. 


4 Gerald W. Caner has been admitted as 
a general partner in the firm of Bryan, 
Penington & Colket. 


4S. H. Portues and Ralph H. Fenton, 
formerly with S. W. Straus & Company, 
have become associated with Seligman, 
Lubetkin, Stroock & Company at 295 
Madison Avenue, New York. 


4 Gruntal & Company have opened a 
branch office at 498 Seventh Avenue, 
New York, under the management of 
David J. Goldman and Samuel Engel. 


4 Engel & Kent is the name of a new firm 
which has been formed to succeed the 
former organizations of Engel & Com- 
pany and Kent & Company. Office is 
located at 120 Broadway, New York. 


4 L. F. Loree has resigned from the board 
of directors of Erie Railroad. Mr. Loree 
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had held this position for more ‘than 
twenty years. 


4 Oscar W. Johnston has become asso- 
ciated with Hammons & Company. 


4 Stanley M. Waldron has been placed in 
charge of the new municipal bond depart- 
ment of Wertheim & Company. 


4 Emanuel & Company announced the 
death of Albert Emanuel, who had been 
a special partner in that firm. 


4 J. A. Kemp & Company have been 
admitted to membership on the New 
York Curb Exchange. 


4 J. Cheever Cowdin and Edmond Car- 
ley, both of the Bancamerica-Blair Cor- 
poration, have been elected members of 
the board of directors of the United Par- 
eel Service of America, Ine. 


CIGARETTE FOUR" 


conciuded from page 11 


priced cigarette have been better than 
holding their own. The cigarette divi- 
sion is the major source of the company’s 
income, revenues from sale of smoking 
and chewing tobacco accounting for the 
balance. From a long range point of view 
the slight set back of last year appears 
insignificant and with a more aggressive 
advertising campaign the company is ex- 
pected to maintain its position. 

An exceptionally high rate of increase 
in earnings was achieved by P. Lorillard 
Company during the last two years. 
From 28 cents per share in 1929, net 
profits jumped to $1.47 in 1930 and to 
$2.12 in 1931. As a result of an expensive 
advertising campaign the company was 


able to obtain for the last two years 
sufficient volume to make operetions 
profitable, but a continuance of this 
trend at the same rate for the current 
year appears improbable. With jp. 
creasingly keen competition for a rp 
duced volume of business, advertising 
expenditures are more burdensome for the 
smaller sized companies and take a pro. 
portionally larger amount of grosg jp. 
come. Financial position has remaineq 
strong; the reduction of the funded debt 
by over 40 per cent last year has jm. 
proved the equity position of the capital 
stock and effects an annual saving for the 
company of approximately $500,000, or 
about 26 cents a share. 

Apart from the decline in consumption 
of cigarettes, which is likely to be only 
temporary, the most disturbing factor 
in the outlook for the cigarette manufac. 
turers is the question of taxation. Already 
14 states of the Union have enacted 
cigarette taxes. Such taxes have hereto 
fore been shifted to the ultimate consumer, 
raising retail prices and increasing sales 
resistance. A halt in the rising tax bur. 
den therefore would be a favorable de 
velopment for the manufacturers. 

Considering all important factors, the 
statement appears warranted that the 
cigarette companies will do well if they 
hold their own during the current year, 
In view of the low prices for their raw 
materials for the past two years, manu- 
facturers will have the benefit of these 
low costs, which is likely to widen their 
profit margin to some extent. The 
present downward trend in consumption, 
as a result of declined purchasing power, 
is only a passing development and froma 
long range point of view a secular in- 
crease in sales and earnings for the lead- 
ing cigarette manufacturers can be antici- 
pated, although perhaps at a slower rate 
than witnessed during the last decade, ° 


Couzens Super-Critical 


HE financial community is not held 

in high regard by the rank and file 
in Congress. It has taken blow after 
blow hurled at it, though in a sense it 
feels aggrieved, holding itself not to be 
responsible for the excesses of the bolder 
of its members. Senator Hiram 
Johnson has held it up to publie scorn 
for what he condemned as the great 
speculation of the international bankers 
in loading up American investors with 
foreign bonds and leaving them to bear 
the great losses sustained while the bank- 
ers made fortunes out of these floations. 
It may interest the Senator to know that 
in numerous instances these ‘‘ big profits”’ 
have been swept away in the tidal wave of 
depression. Congressman La Guardia 
openly proclaims that speculators and 
stock exchange members are parasites. 
In his opinion they should not complain 
about the increased taxes levied on stock 
trading inasmuch as they were the 
loudest in raising their voices that the 
budget should be balanced. 

Yet the rambunctious Congressman 
must not forget that while he may flay 
offenders, he himself—an attorney— 
would not condemn an entire community 
for the shortcomings of a small element. 
And when he believes he is punishing 
them by imposing heavy taxes, so heavy 
that it is feared it will dry up all invest- 
ments and to that extent throw another 


dampening cloth on the ability of business 
recovery, he is not pursuing a construe 
tive course and the innocent are made to 
suffer with the guilty. The latest recruit 
to the critics of the banking community 
is Michigan’s Senator Couzens, who 
assails the Reconstruction Finance Cor 
poration for its loan to the Missoun 
Pacific, holding it should have been e 
tended by the bankers. Yet that relief 
measure was undertaken to release credit 
so that it could be employed to encourage 
business expansion. His criticism seems 
super-critical. If the bankers could & 
tend the credit, they would have done %# 
long ago, and it would have been ur 
necessary to organize the Reconstruction 
Board. 


Back to Barter 


'WO large agricultural machinery 

concerns have returned to the pri 
ciple of barter to stimulate their busines. 
Neither International Harvester ™ 
Deere intended to wait until the farmer 
purchasing power is restored to no 
in order to sell machinery to them. It 
stead, they plan to use their credit 
facilities and cash reserves to carry ¢uf 
tomers until farm prices advance agall 
Their scheme is not entirely new but m4 
certain respect returns to the system 
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parter which prevailed before the world 
adopted “a monetary unit to express 


values? These companies will accept 
wheat, cotton and corn at a price over 
the current quotations In part payment 
for machinery. In taking these commo- 


dities from the farmer, it eases his posi-’ 


tion to buy what he wants in the absence 
of banking credit. 

In this period of low purchasing power 
the idea has considerable merit, and the 
only risk assumed is that of continuation 
of declining commodity prices, ‘which 
would involve a loss should it become 
necessary to turn these commodities into 
eash. Yet the risk is considered ‘to be a 
very minor one, for commodities are 
now at such a low ebb, one might say 
almost at the irreducible minimum, that 
it eannot be conceived that they could 
record another substantial decline during 
the year; should the anticipated turn 
acerue, then these companies would be 
the beneficiary. Business risks must be 
assumed in the ordinary course of trans- 
actions, otherwise trade would not get 
very far. These risks are in the credits 
extended to customers. Under present 
conditions what better can one ask than 
saleable merchandise even if it has to be 
held awaiting better markets? It is 
better than having a lot of cash in the 
treasury doing nothing but allowing itself 
to fade away through overhead expenses 
in a period of extreme dullness. Should 
the plan of these two companies turn out 
successfully, it will be referred to as 
another indication of American resource- 
fulness. 


LOCOMOTIVE BUILDERS 
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is identified with the petroleum industry, 
offering a complete service for engineering, 
designing and constructing refineries. A 
plant at Schenectady (N. Y.) builds 
electric (as well as steam and oil) loco- 
motives and any material further growth 
in railway electrification should be a 
beneficial factor. 

Financial position at the end of last 
year was strong; cash and marketable 
securities amounted to $14.8 millions, and 
net working capital was $18 millions. 
Current assets were sufficient to pay off 
all liabilities including reserves and leave 
about $46 per share of preferred stock, 
which is more than current quotations 
for the issue. 

Baldwin Locomotive Works (whose 
common stock was for many years a 
speculative football) lost $4.1 millions 
last year, with the sale of locomotive 
products amounting to only 30 per cent of 
total gross of $20.4 millions as against 
62 per cent of 1930’s gross of $49.9 mil- 
lions. The omission of preferred divi- 
dends at the beginning of the year marked 
the first break since the formation of the 
Present company back in 1911. Total 
current assets of $20 millions included 
$98 millions cash items while current 
liabilities were $1.9 millions with net 
Working capital at $18.1 million. A $12 

on issue of 3-year notes comes due in 
March of next year. 
_ ma Locomotive’s outstanding feature 
8 its financial position compared with 
the size of the company. Cash and Gov- 
‘iment securities were carried at $3.6 
illions at the end of the year, equivalent 
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to about $17 per share of common stock 
which is quoted at $10. Net loss last year 
amounted to $1.4 million and it is prob- 
able that the latter figure would have been 
reduced somewhat if the management had 
not disposed of $4.5 millions of Govern- 
ment securities during the year which, on 
the basis of a 3 per cent return, would 
have meant about $135,000 other income. 
It is entirely possible that at least a part 
of the latter actually was realized, inas- 
much as there is no information concern- 
ing the date of disposal. Lima has no 
funded debt and total current liabilities 
at the year-end amounted to only $154,- 
000 


As stated above, all of the companies 
have gone in for diversification of output 
and it is on the success of these auxiliary 
lines that they will probably have to 
depend largely for any material earnings 
improvement in the next year or so. 
Although an upward trend of freight 
traffic would mean the use of more loco- 
motives, the railroads already appear to 
be adequately supplied with traction 
power, and repairs to units now lying 
idle will, when it is necessary to recall this 
equipment to service, probably be done 
largely in the railroads’ own _ shops. 
Consequently a return to an earnings 
basis which would show satisfactory 
amounts for common stocks does not 
seem to be in early prospect. 
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the sheriff. It is far more damaging to 
lay stress upon the transient weakness of 
the stronger companies, and by this in- 
ference to suggest hopelessness in any 
and all directions. That is the substance 
of which bear markets are made. 

They claim that there are numerous 
stocks selling far above the prices of 
1921, when sales and earnings were as 
good (or bad) as they now are. Of 
course there are. If it will help a sensible 
discussion, a tabulation has been com- 
piled showing thirty-six companies which 
have, over the past ten years, taken action 
in readjusting their capital structures, so 
that today the number of shares having 
a call upon earnings is materially changed 
from the 1921 status. The 1921 price 
has been adjusted to conform to split-ups 
and stock dividends in order to show a 
direct comparison with the prices of to- 
day. A comparison of the price in rela- 
tion to the earnings of each respective 
period is also given. 

It is not possible, within the space 
limitations of this study, to portray the 
historical record of the past ten years for 
all these companies in respect to expan- 
sion of plant and scope of operations, 
but an insight can be had into their 
financial preparedness for present condi- 
tions in their working capital position, 
which is shown for both 1921 and 1931. 
It is true that “dollars under a boiler 
never produced a pound of steam,” but 
it is equally true that getting pressure 
up only to blow it off in the exhaust 
valve of slack demand is less construe- 
tive. The desire for liquidity in industry 
has undoubtedly been a cause of these 
conditions but we now have the effects 
with us, and a strongly fortified financial 
condition is one requisite that should be 
demanded by investors seeking or having 
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Atlantic Coast Line R.R., 


pf 
Autoline Oil Co., pf........... 20c 
Bandini Petroleum 


Do pf 
Binghamton 
pf 
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an interest in the future of a corporation. 

Two of the most frequently employed 
examples of capital expansion in their 
relation to earnings, dividends and stock 
prices might be cited to visualize the 
changes that have taken place in our 
leading corporations in the last decade. 
These are General Motors and General 
Electric. General Motors was struggling 
for an existence in an industry that was 
only getting a foothold back in 1921. 
The casualties among motor companies 
in the years that followed are numbered 
in the hundreds. The equivalent share 
of stock adjusted in price to the 43.5 
million shares now outstanding was then 
selling for $5 a share. The present stock 
is selling at 2.5 times that price, and 
there is no hesitancy in saying that it is 
deservedly so. General Motors has 
grown up. 

In those ten years, over $504.8 millions 
have been ploughed back into the busi- 
ness after the payment of very generous 
dividends out of earnings. The deficit 
after dividends paid in 1931 deducted $43 
millions from surp us. Plants and facili- 
ties have been expanded and _ liberal 
charge-offs made for depreciation in 
keeping to the forefront in a progressive 
industry. A cameo statement of the 
changes that have taken place would show 
the constructive upbuilding as given in 


the table below: 


Ten Years’ Progress 
of General Motors 


— (000 omitted)— 
1931 
$604,101 
211,548 
51,939 
119,842 
85,187 
241.473 
33,672 
358,503 
273,916 
301,267 


Depreciation Reserves... 
Accounts Payable. 
Current Assets 

Net Working Cap 

Earned Surplus 


From another angle the manufacturing 
progress, expansion of the scope of opera- 
tions and the increasing popularity of the 
stock among investors is shown in the 
figures below: 


$11,526,000 
$236,520,000 
157,586 
313,117 


In respect to these comparative statis- 
tics it must not be overlooked that 1931 
was a poor year and that with 1930 a 
severe test was given to the financial 
stability of this and other corporations. 
Though the attempt has been made to 
compare General Motors of today with 
the giant that was cringing with growing 
pains in 1921 it is next to impossible, for 
the ramifications of the business have 
carried it into so many fields that nothing 
short of a total disruption of trade could 
influence its profitable operations,’ and 
then only temporarily. 

General Electric is the other of the 
stocks most frequently singled out as 
still selling comparatively high on the 
basis of its sales and earnings for 1921 
and 1931. Two four-for-one split-ups of 
the stock are readily calculable for those 
unwilling to concede the building of 
assets over the years which must be 
reckoned with in any appraisal of the 
stock’s worth. The disposal of its 


security holdings through the distriby, 
tion of Electric Bond & Share in 1925s no, 
ordinarily reckoned with in these Spon. 
taneous appraisals. Actual cost of the 
company’s properties and equipment has 
increased more than $87 millions since 
1921 to nearly $200 millions. An increase 
of more than $108 millions in general 
plant and depreciation reserves has te 
duced the net property valuation some 
$22 millions to $46 millions. This ultra. 
conservative accounting policy jp the 
valuation of assets can not help by 
minimize true earning power. Making ap 
exception of last year, operating income 
before these depreciation charges has 
been close to 100 per cent of plan; 
account, supporting the thought tha 
‘write-offs have been generous to allow for 
this turnover in business. Plant addi. 
tions in the past ten years amounted ty 
$145.6 millions, and in the same period 
the write-offs were $152.4 millions, 4 
brief summary of the other changes 
follows: 


Ten Years’ Record 
of General Electric 


—(000 omitted)— 
1921 193] 

$110,957 $199,139 
179,308 

115,056 

153,068 

219,087 

28,483 


Depreciation Reserves. . . 
Current Assets 

Current Liab 

Net Working Cap 190,604 
Net Sales 263,275 


*Includes Electric Bond & Share distributed in 
1925. 


As evidence of the increasing patron- 
age shown the stock in investors’ port- 
folios, the stockholder list has increased 
from 26,000 in 1921 to 150,073 at the 
close of 1931. At the peak in 1929 there 
were only 60,374 stockholders and the 
present total represents an increase of 
149 per cent. From this showing it is 
apparent that investors are paying little 
heed to statistics scratched from the sur- 
face. Their reasoning is deeper rooted 
in having satisfied themselves that the 
corporation in which they hold stock is 
financially strong enough to live through 
any storm and, emerging from it, that the 
business is an indispensable cog in our 
national progress. It is on that basis 
that the stocks are being taken up and 
put away until the fulfillment of this very 
reasonable expectation. The rewards 
are sure to accrue irrespective of the 
transitory price swings that might de 
ve op over the next few months. 

Combined with a reckless liquidation 
prompted by fear, we are confronted with 
a lack of tangible evidence from current 
earnings to intelligently appraise secumly 
values due to the temporary loss of earl 
ing power. The circumstances responsible 
for this condition are too well known t 
everyone to require repetition here. Its 
neither fair nor advisable to depend er 
tirely upon precedent in weighing th 
respective current values of securities 
Their prospects and the realization 
them are the determining factors whieh 
should govern wise selection and U 
timately profitable investments. It} 
not what this or that stock earned 2 
1931 as compared with 1921 whieh wil 
furnish the clue. Sound investment a 
speculation must be based on what potel 
tial earning power is present to be 
veloped with the return of normal com 
tions. 
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Steel 
Topics 


This is one of a series of discussions on topics of importance to business men 

and investors alike, constituting an analysis each week of one of the fol- 

lowing {in the order named}: the automobile industry, the steels, tires and 
rubbers, railroads, and investment trusts. 


erations in March, whereby the rate 

of production declined from'about 26 
per cent of capacity at the beginning of the 
month to around 22 per cent at the close, 
ean not be attributed to special and unex- 
pected weakness in any specific category 
of consumption. No consuming trade was 
conspicuous for decreases and no class of 
tontiage importance showed any increase. 
It may be argued that the showing of steel 
would have been more in accord with usual 
seasonal precedent had it not been for the 
unseasonal stagnation in the automobile 
industry. Now that Ford has reentered 
the picture and all the manufacturers 
are making a determined spring drive for 
business, increased steel demand is looked 
for in the coming few months, but the 
point must be remembered that it is 
possible for this stimulus to pass away in 
acomparatively short time, and it can not 
alone provide the sustained improvement 
which is needed in the steel industry, both 
forits own sake and as indicating a degree 
of fundamental improvement in the entire 
industrial situation. There is no question 
but that the state of steel reveals and 
reflects the general business tone, and 
many observers attribute recent condi- 
tions to uncertainties arising from the 
conduct of Congress and the trying delay 
in balancing the budget. 


AAA 


The normal course of steel activity fol- 
lows a declining trend during the second 
quarter, and chief hopes for avoiding a 
similar decline in the coming weeks center 
in the automotive industry. Even in 
normal times there is a 15 per cent or 
more increase in automobile production 
from the first to the second quarter, but 
whereas the steel buying for this expan- 
sion is usually done in the first quarter, 
there has been comparatively little steel 
bought this year. 


AAA 


Daily average steel ingot output in 
January this year was about 12 per cent 
ahead of December and was followed by 
a further increase in the February rate of 
about 4 per cent. March, however, 
showed a decline of about 5 per cent, 
whereby the first quarter totaled about 
2 per cent under the fourth quarter and 
established a new low quarter for the de- 
Pression. Despite efforts to stabilize prices 
moderately above low levels that had re- 
sulted from price cutting, the average for 
the first quarter was below the fourth, and 
steel company earnings can hardly have 
failed to recede to new low levels. 


AAA 


This prospect, together with the official 
statement that accompanied the last divi- 
end action of U. 8. Steel, provides quite 
definite basis for the expectation which is 
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T= decrease in steel demand and op- 


widespread in the financial district that 
common dividend omission is to be ex- 
pected at the directors’ meeting scheduled 
for April 26. Although reduction to a $1 
basis still remains an alternative possi- 
bility, the long term holder would be 
well advised to contemplate doing without 
dividend return for a few quarters at least 
and govern his investment procedure 
accordingly. Whether the present price 
fully discounts omission of payments is 
a question that can only be determined by 
the future, but it is safe to say that steel 
has not lost and will not lose its place in 
the economic order and that the leading 
factor of the industry faces a much 
brighter long range outlook than would 
seem to be indicated by the current price 
of the shares. 


AAA 


Rumors are again current that a new 
merger plan for Bethlehem and Youngs- 
town Sheet & Tube is being developed, 
and it is even hinted that some definite 
information on the subject may be forth- 
coming at the Bethlehem annual meeting 
this week Tuesday. The severity and 
duration of the depression have empha- 
sized the advantages which go with com- 
plete integration and wide diversification 
of products, and proponents of the merg- 
er claim that the restricted position of 
the Youngstown company in the industry 
has become much more apparent than it 
was two years ago when the former 
plan was attempted. Whereas those 
terms contemplated exchanging 1-1/3 
shares of Bethlehem for each Youngstown 
share, the current market prices of the 
stocks would indicate a reversal of the 
ratio, since Bethlehem has recently sold 
at 16 and Youngstown at 12. 
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other organizations. The law originally 
barred from the legal list all public 
utility companies selling natural gas. 
However, it has been recognized that the 
speculative nature of natural gas enter- 
prises arises largely from the risks inci- 
dent to production and transportation 
to the point of ultimate consumption, and 
that purchase of natural gas by local dis- 
tributing companies from producers or 
pipe line companies does not increase 
the speculative element in their securities. 
A number of long established local dis- 
tributing companies which formerly sold 
only artificial gas are now making use of 
natural gas, made available through new 
pipe lines. Had the amendment to the 
New York law not been made, the securi- 
ties of these companies would have been 
disqualified. 
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4 Aluminum of America — 
The decline in tonnage of material sold 
in 1931 to two-thirds of the volume of 
1930 accounts for the poor showing of 
Aluminum Company of America in its 
recently published annual report. Gross 
profit, after expenses, at $11 millions rep- 
resented a decline of 42 per cent from the 
$18.8 millions in 1930, while net income 
(before dividends) at $3.9 millions meant 
a 63 per cent decline from net of $10.8 
millions in the year previous. As a result 
a deficit of $4.9 millions, after preferred 
dividends, was shown, against a profit of 
$2 millions or $1.93 per common share 
in 1930. Financial position continues 
strong with $83 millions of current assets 
comparing with $27.7 millions of current 
liabilities but net working capital at $55.9 
millions showed a decline from the $58.6 
millions reported on December 31, 1930, 
because of a sharp expansion of bills pay- 
able which was necessary to keep the 
mills open and men employed. Important 
additions to plants undertaken several 
years ago were completed last year and 
no further extensions are planned at 
present. Economies have been intro- 
duced, salaries and wages cut, and re- 
search has developed a number of new 
uses for the light metal. All of these 
factors will be helpful when the turn 
comes, but thus far in the new year sales 
have shown a further downward trend. 


American Cigar joins the ranks of volatile 
stocks with an 18-point decline on the sale 
of 25 shares. American Tobacco owns sub- 
stantially all of this stock and the minority 
interest may be subject to more of these jolts 
due to the small floating supply of the issue. 


4 American Dept. Stores 7: 
One of the many so-called stockholders’ 
protective committees has been formed to 
look after the interests of the American 
Department Stores preferred stockholders 
and by the use of exaggerations and mis- 
information they have caused some dis- 
sension. It is felt, however, that the im- 
provement recorded last year by the chain 
as shown in the annual report will help 
to calm the fears of those who would 
believe that the company is headed for 
receivership. Many economies were in- 
troduced during the year and as a result 
of savings, the ratio of current assets to 
eurrent liabilities actually showed an im- 
provement. The ratio on December 31, 
1930, was 2.59-to-1, whereas at the close 
of last year it was 2.86-to-1. 


A 50 per cent slash in radio tube prices, 
although in the face of a sharp gain in sales, 
explains the $266,103 loss of Arcturus 
Radio Tube for 1931. 


4 Carrier Engineering — 
Contracts for the elaborate air condi- 
tioning systems for the two theatres in 
the Radio City section of the New York 
Rockefeller Center have been awarded to 
Carrier Engineering. Six large centrifugal 
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refrigerating machines and the same num- 
ber of air conditioning plants are required 
to supply a total of 14 tons of conditioned 
air per minute to the International Music 
Hall and the sound motion picture thea- 
tre, or about 40 cubic feet a minute per 
person. The systems will have a com- 
bined capacity of 925 tons of melting ice 
daily. A few more contracts like this one 
would help. 


Chesebrough’s Vaseline is pretty close to a 
depression-proof product. Earnings for 
1931 equalled $10.78 against $11.80 in 
1930. Unfortunately the market for the 
stock is not the same way. 


4 Durant Motors (Del.) 
A principal operating subsidiary of this 
company, Durant Motors Company of 
New Jersey, has been placed in the hands 
of a custodial receiver and has been asked 
to show cause on April 12 why it should 
not be restrained from disposing of its 
Elizabeth, New Jersey, plants. The ape 
plication for a receiver was brought by the 
trustee of the mortgage and was based 
largely upon the fact that the company 
failed to meet its taxes in 1931. 


As the prices of the stocks of its affiliated 
companies go, so goes the price of Electric 
Bond & Share, although the company’s 
jinancial position is reported to have suf- 
fered no change since it reported cash and 
equivalent of $33 millions on December 31, 
1931. 


4 Ford of England = 


The omission of the 10 per cent annual 
dividend due at this time was generally 
expected in that such action was forecast 
by similar omissions on the part of the 
Continental affiliates of Ford, Ltd. The 
company closed the year with a net loss 
of £134,489, contrasted with a profit of 
£790,353 in 1930, and this is explained by 
the fact that trading profits dropped to 
£412,142 in 1931 against £1,054,286 in 
1930. As poor as it may appear, the shows 
ing is regarded as unusually satisfactory 
in British circles because of the severe 
depression in the automobile industry in 
England and Europe. 


Gulf Oil of Pennsylvania did much better 
in the first quarter of this year than in the 
same period of 1931. 


4 Horn & Hardart co 


A good many restaurants would do well 
to take note of the fact that Horn & Hard- 
art was able to increase its earnings in 


CURB RATING CHANGES 


Subscribers should revise ratings according 

to the following changes in order to bring 

their Financial World Appraisal ratings up 
to date. 

Horn & Hardart. 

Parker ten G 


spite of lower menu prices and smaller 
appetites. Net ‘for 1931 equalled $24 
millions, equal to $3.93 a share (on 560. 
024 common shares), against $2.3 mil. 
lions or $3.86 a share in 1930. It is no 
secret that the Automat chain has clung 
unerringly to quality foods despite the 
temptation to reduce quality to meet 
price competition, and that is the reason 
why they have continued to attract ap 
increasing number of patrons. 


Pan American Airways with earnings of 
29 cents a share for 1931 is out of the red ink 
for the first time in its history. The new 
Havana-Miami route is given credit for the 
turn for the better. 


4 Parker Pen 


Substantial losses on foreign exchange as 
well as sharply increased competition in 
the domestic field was responsible for a 
net loss of $193,532 in 1931. In the pre 
vious year net income of $537,028 equalled 
$2.80 a share on 191,494 shares of common 
stock. The near term prospects for Parker 
Pen continue uncertain because of con- 
tinued difficulties both here and abroad, 
and it appears doubtful if any improve- 
ment will be noted until the beginning of 
school next fall. 


Regal Shoe with the reduction of its entire 
line of shoes to $5.55 a pair is offering foot- 
wear at the lowest price since 1917. 


4 Standard Oil of Ohio “CF 


Ohio Standard has suffered least among 
the Standard Oil issues by reason of the 
fact that it is solely a distributor of gaso- 
line and has no problems of either pro- 
ducing or refining. Last year witnessed 
the largest sales of gasoline in the com- 
pany’s history with volume representing 
an increase of 21 per cent over 1930. This 
was due largely to the acquisition of 
additional properties but without this a 
gain of 3 per cent was recorded. The only 
fly in the ointment of this situation ap- 
pears to be the state taxes on gasoline, 
which, if they continue to climb, may 
drive business to the gasoline bootleggers. 


United Light & Power is confronted with 
an $11 million maturity on June 1 and one 
for $3 million on July 1. It is expected that 
refinancing will be arranged satisfactorily 
but interest on the new bonds will be higher. 


4 United Profit Sharing “pt” 
Stockholders of the United Profit Sharing 
Corporation, at their annual meeting last 
week, approved a contract giving to D. A. 
Schulte, Ine., a two-year option to pul 
chase up to 50,000 shares of United Profit 
Sharing common stock at $1 a share. 


The Waltham Watch plants are now oper 
ating at 50 per cent of capacity. 


e ” 
4 Western Air Express ‘Dt 
In the face of a 48 per cent decline @ 
total revenues, Western Air Express last 
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year was able to report a net income of 
$193,382, oF 92 cents a share on the 
common stock, as compared with a net 
joss of $200,670 in 1930. A 65 per cent. 
eut in operating expenses explains the 
improvement. These earnings, however, 
do not make provision for the proportion 
of the loss of Transcontinental & Western 
Air applicable to Western Air Express. 


Westfield M anufacturing, leading bicycle 
maker, finds that the depression is putting 
more people on two wheels. 


LIFE INSURANCE 


conclude d 
any investment program which is coordi- 
nated with life insurance. 


from page 6 


Age Cost e Cost 
of per oO per 
Insured $1,000 nsured $1,000 
15 11.70 28.35 
20 13.30 35.21 
95... 14.75 44.48 

$114.10 


Numerous forms of insurance can be 
synchronized with the investment pro- 
gram in developing a well balanced port- 
folio including life policies. Straight life, 
endowment, annuities and term each has 
its place in the portfolio of the conserva- 
tive investor but the determination of 
which or how much to consider must 
depend on the individual instance. The 
best procedure to follow is to call in an 
expert in life insurance, just as a doctor 
or lawyer would be called in for advice in 
illness or legal trouble. After the diag- 
nosis, a program can be formulated which 
will meet the problem at hand and aim 
toward the establishment of a practical 
life insurance plan which can be syn- 
chronized with the investment program. 


THE TREND OF THINGS 


from page 4 


concluded 


vast sum of more than $2 billions by 
means of a bond issue (in addition to the 
funds which must be obtained to meet 
running expenses) would have broken 
the back of the entire bond market. So 
far as the suggestion is concerned that 
the $2 billions be raised through an issue 
of fiat money, this is too preposterous 
even to discuss seriously. 


AAA 
Barometer Changes 


Two changes appear necessary this 
week in our Corporate Earnings 
Barometer, one being that of lowering 
the left hand indicator for the textile 
companies, Until recently, indicated 
results in this line have been on a par 
with those of a year ago, but the appear- 
ance of price weakness here and there a 
short time ago brought about curtailed 
operations in an effort to maintain prices. 
It is entirely possible that this aim will 

accomplished, but in the meantime 
the industry is operating at reduced 
volume and lower prices, calling for an 
adjustment in the earnings comparison. 
Although savings being effected from 
Wage reductions have resulted in a num- 
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ber of railroads being able to show better 
current earnings than were realized a 
year ago, the fact nevertheless remains 
that car loading figures still refuse to 
show much inclination to rise to higher 
levels, and for the time being at least it 
appears advisable to lower the right hand 
pointer for the rails to a neutral position. 


AAA 
Market Valuations 


| te RESPONSE to the passage by the 
House of the stock tax proposal by 
which $75 millions was expected to be 
raised, stocks fell in value $3,280 millions 
during the week of March 30-April 6, 
according to THe FinanciAL Wor.tp 
Index on page 3. Although such an 
amount was never expected to be raised 
by those having a better understanding 
of the scope and velocity of the market, 
it is to be regretted that our representa- 
tives in Washington can not be muzzled, 
if only to prevent the spreading of further 
distress whereby values are taken away 
that are 44 times the amount sought 
through this taxation. The markets and 
business were just about digging in their 
toes for a fresh start when this obstacle 
was thrown in the way. There is little 
use in trying to disassociate markets from 
business, for there are too many of our 
population looking to the action of the 
security markets for their business clues. 
The channel of the sidewise trend that the 
market had maintained for 84 trading 
days was violated, with prices breaking 
sharply to new low levels. The official 
report of brokers’ loans issued by the 
New York Stock Exchange, showing an 
increase of $8.4 millions during March, 
indicated a tendency toward increased 
public participation in the market. Stock 
values for March were down $3 billions. 
On the basis of month-end values of $24,- 
501,826,280, the loan ratio had increased 
to 2.18 per cent from 1.90 per cent at 
the close of February. The turnover 
in securities was little changed from 
previous sessions at the rate of 3.15 
per cent, adjusted to a monthly basis. 
The average price of listed stocks is 
$18.64 and the average borrowings only 
37 cents per share. 


DIVIDENDS 


BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 


Dividend Notice 


EGULAR quarterly 

dividends have been de- 

clared by the board of diree- 
tors, as follows: 


Preferred Stock Series A 87¥c 


per share 
Common Stock 37¥4c per share 


Both dividends have been 
declared payable April 30, 
1932 to stockholders of record 
at close of business April 
15, 1932. 

E. A. Battery 


Borden's 


Common DiviDEND 
No. 89 
A quarterly dividend of seventy- 
five cents (75¢) per share has been 
declared on the outstanding com- 
mon stock of this Company, payable 
June 1, 1932, to stockholders of 
record at the close of business May 
14, 1932. Checks will be mailed. 
The Borden Company 
Wo. P. Mars, Treasurer. 


THE SWEETS CO. OF AMERICA INC. 


Ar ar quarterly dividend of twenty-five cents (25c) 
per share has been declared on the Capital Stock of this 
Company payable May 2, 1932, to stockholders of record 
at the close of business April 15, 1932. This dividend 
is payable in Capital Stock of the Company, at a de- 
clared valuation of $10 per share, from the authorized 
and issued stock heretofore acquired and now held in the 
Treasury of the Company. 


G. L. MeMUNN, Secretary. 


STATEMENT OF OWNERSHIP 


STATEMENT OF THE OWNERSHIP, 
MENT, ETC., REQUIRED BY THE T OF 
CONGRESS OF AUGUST 24, 1912, OF THE 
FINANCIAL WORLD, published weekly at 53 Park 
Place, New York, N. Y., for April 1, 1932. 


STATE OF NEW YORK 
COUNTY OF NEW YORK f 8: 


Before me, a Notary Public in and for the State and 
County aforesaid, personally appeared Frederick W. 
Brandt, who, having been duly sworn according to law 
deposes and says that he is the Business Manager of 
THE FINANCIAL WORLD, and that the following is, to the 
best of his knowledge and belief, a true statement of the 
ownership, management, ete., of the aforesaid publica- 
tion for the date shown in the above caption, required 
by the Act of August 24, 1912, embodied in Section 411, 
Postal Laws and Regulations, printed on the reverse of 
this form, to wit: 

1. That the names and addresses of the publisher, 
editor, managing editor, and business manager are: 

Publisher, Louis Guenther, 53 Park Place, New York, 
N. Y.; Eaitor, Louis Guenther, 53 Park Place, New York, 
N. Y.; Managing Editor, Richard J. Anderson, 53 Park 
Place, New York, N. Y.; Business Manager, Frederick W. 
Brandt, 53 Park Place, New York, N. Y. 

2. That the owner is: (if owned by a corporation, its 
dress must be stated and also immediately 
dresses of stockholders 
owning or holding one per cent or more of total amount 
of stock. If not owned by a corporation, the names and 
addresses of the individual owners must be given. If 
owned by a firm, company, or other unincorporated con- 
cern, its name and address, as well as those of each 
individual member, must be given.) 

Guenther Publishing Corporation, 53 Park Place. 
New York, N. Y.; Guenther Finance Corp., Commercial 
Trust Co., Jersey City, N. J.; erick W. Brandt, 
53 Park Place, New York, N. Y.; Frederick Hanssen, 
20 Grenfell Ave., Kew Gardens, L. I.; Emily Vincent, 45 
Park, North, New York, N. Y.; Continental 


MANAGE- 
AC 


Illinois nk and Trust Comatas Executor for the 
Estate of Hertha A. Guenther, Chicago, Ill.; Eugenia 
C. Kast, 425 Briar Place, Chicago, Ill.; Ottilia G. Noonan, 


Trust Dept., Trust Co. of N. J., Jersey City, N. J. 
E. Chase Crowley, 11 West 42nd St., New York, N. Y.; 
Margaret W. Trude, 179 Lake Shore Drive, Chicago, II; 
H. L. Vonderlieth, 53 Park Place, New York, N. Y.; 
William J. Healy, 53 Park Place, New York, N. Y. 

3. That the known bondholders, mortgagees and other 
security holders, owning or holding 1 per cent or more of 
total amount of bonds, mortgages, or other securities are: 
Guenther Publishing Corporation, 53 Park Place, New 
York, N. Y.; Frederick W. Brandt, 53 Park Place, New 
York, N. Y.; Laura B. S. Brandt, 809 Broad Avenue, 
Ridgefield, N. J.; William S. Whyte, 15 East 41st St., 
New York, N. Y.; Edward W. Powell, 209 E. 3rd St., Oil 
City, Pa.; Hans Jensen, 580 Wyoming Ave., Buffalo, 
N. Y.; Minnie W. Glynn, 159 Ten Eyck St., Watertown, 
N. Y.; Sydney B. Elston, 106 East Park Place, Corry, Pa.; 
James H. Dawes, 1310 Arch St., Philadelphia, Pa. 

4. That the two paragraphs next above, giving the 
names of the owners, stockholders and security holders, 
if any, contain not only the list of stockholders and secur- 
ity holders as they appear upon the books of the company 
but also in cases where the stockholder or security holder 
appears upon the books of the company as trustee or in 
any other fiduciary relation, the name of the person or 
corporation for whom such trustee is acting, is given; 
also that the said two paragraphs contain statements 
embracing afflant’s full knowledge and belief as to the 
circumstances and conditions under which stockholders 
and security holders who do not appear upon the books 
of the company as trustees, hold stock and securities in a 
eng | other than that of a bona fide owner; and this 
affiant has no reason to believe that any other person, 
association, or corporation has any interest, direct or 
indirect, in the said stock, bonds, or other securities than 


as so stated by him. 
FREDERICK W. BRANDT, 
Business Manager. 
Sworn to and subscribed before me this 3lst day of 


March, 1932. 
ROZELLA BENNETT, 


Notary Public, Ki County; Kings Co. Clerks No 
565. Reg. No. 3045. Certificate filed N. Y. County 
Clerk's No. 95. Reg. No. 3-B-46. Commission expires 
March 30, 1933. 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
pertaining to investments and other timely subjects 
which we believe are of interest and profit to our 
subscribers. Upon request and without obligation 
any of the booklets listed below will be sent free, 
direct from the houses by whom issued. 


PLEASE WRITE EACH REQUEST 
PLAINLY ON A SEPARATE SHEET 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y- 


A CHAIN OF SERVICE—Is the title of a new booklet which describes 
and illustrates the history and development of the Associated Gas & 
Electric Company System. Of particular value to anyone interested 
in public utility securities. 


THE MIDDLE WEST UTILITIES SYSTEM—A booklet describing 

the territory comprising parts of 32 States, served with electric 

wer and other services by ihe companies of the Middle West 
Jtilities System. Copy on request. 


SERVING 9,000 COMMUNITIES—Is the title of the 26-page illus- 
trated bo@éklet published by Cities Service Company, which gives 
investors an interesting picture of the large field covered by this 
holding company’s subsidiaries engaged in electric light and power, 
petroleum and natural gas industries. Included is a detailed state- 
ment of Cities Service Company’s earnings over the past 20 years. 


FROM $8,000 TO $250,000,000—One of America’s oldest utility 
groups has issued a booklet of 48 pages, in which is presented a 
description of the history and development of this prosperous cor- 

ration that came into existence in 1886 with assets of $8,000 work- 
ing capital, and that now has assets of over $250,000,000. Investors 
will find much of interest and value in this booklet. Copy may be 
had upon request. 


YOU CAN HAVE AN INCOME AS LONG AS YOU LIVE—Is the 
title of a booklet issued by one of the most prominent insurance 
companies, that tells how a life annuity can be arranged to comply 
with any circumstances and ideas for future income A copy may 
be had on request. 


A GUARANTEED INCOME ON RETIREMENT—A 28-page book 
called ‘‘How To Get the Things You Want,’’ issued by one of the 
large insurance companies, shows how their latest retirement income 
plan can be exactly suited to any individual's special needs. 


*“‘UNITED STATES GOVERNMENT OBLIGATIONS’’—One of 
the largest investment bauking firms in the United States has pre- 
pared a special folder for the convenience of individual, institutional 
and corporate investors listing all issues of United States Govern- 
ment obligations and giving the salient features of each. A copy 
may be obtained upon request. 


INVESTMENT BULLETIN FOR FIRST QUARTER OF 1932— 
Issued by one of the prominent firms of investment bankers, presents 
a very interesting statement regarding the outlook for the future of 
industry, together with other material of importance to investors. 
Facts about attractive current offerings are also included. Copy 
obtainable for the i 


NEWS ON STOCKS AND COMMODITIES—This bulletin is issued 
periodically by one of the large ‘“‘wire’’ houses, and a sample copy 
may be had on request. 


*““STOCK EXCHANGE SERVICE FOR THE SMALL INVESTOR”’ 
—Is the title of a booklet just issued by a well-known Stock Exchange 
firm. Copy may be had on request. 


INTERNATIONAL HYDRO-ELECTRIC SYSTEM—A _ detailed 
description, illustrated with photographs of that public utility 
system that serves fifteen thousand square miles in five States of 
New England and three provinces of Canada, with a total population 
of 2,750,000, may be had on request. 


TRADING METHODS—A 24-page booklet issued by a New York 
Stock Exchange house, containing a brief explanation of the different 
operations pertaining to stock market trading. 


““LET’S STOP BEING BOOBS!’’—Is the title of an unusual booklet, 
just published, which leaves little doubt as to the public’s attitude 
toward securities and the situation now existing in the stock market 
as compared to that of 1929. It also reveals profit opportunities. 
Copy may be had upon request. 


MAKING MONEY BY DEALING IN MONEY-—Is the title of a 
new pamphlet issued by an industrial cme | organization, contain- 
ing information about the industrial banking business that will prove 
interesting to investors. 


BUSINESS PROGRESS AND ACHIEVEMENT-—Is the title of a 
folder issued by the largest manufacturers of addressing equipment, 
showing graphically the progress made in that field in the past 39 


ears, together with the.advantages afforded present-day business © - 
such equipment. A copy will be sent to any business executive 


who writes on his stationery for it. 


A SOUND INVESTMENT PROGRAM—Is the title of a booklet 
issued by a well-known investment counselor. Copy upon request. 
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4 FEDERAL RESERVE REPORTS, MEMBER BANKS 
1932 


1931 
(000,000’s omitted) 30 M 
Deposits—New York City......... $5,628" 
Deposits—Outside New York City.. 11,308 11,375 isan 
Loans on Securities—N. Y.C...... 2,009 
Loans on Sec.—Outside N. Y.C.... 3,285 3,328 ry 
}Investments—New York City...... 857 837 
jInvestments—Outside N. 2,366 2,361 
Total loans and discounts........ «- 12,211 12,254 15389 
Total net demand deposits......... 10,941 10,843 22557 
Total time deposits....... 5,675 
fOther than U. 8. Govt. securities. 

4 WEEKLY BANK CLEARINGS 1932 1931 
(000,000’s omitted) Mar. 26 Mar.19 Mar, 9 
Outside of New York City......... 1,652 2,020 2/623 
1932 1931 
A MISCELLANEOUS Mar. 30 Mar. 23 Apr. 1 
Total brokers’ loans (000,000)...... $525 $524 $1,875 
Federal reserve ratio (System)...... 70.9% 70.6% 83159 
Federal reserve ratio (N. Y.)....... 69.7% 70.4% 85.04 

M 26 

ar. ar. 19 

Total car loadings....... 561,118 584,563 

1932 1931 


, ; Apr. 2 Mar. 26 Apr. 4 
Daily Av. Crude Oil Prod. (bbls.). 2,154,000 2,163,050 2.252.109 
Electric Power Output (0OOOK.W.H.) 1,480,208 1,514,553 1,679'764 
Steel Output (% of capacity)..... 22% 25% 5 

‘Automobile Production(U.S.A.)... 42,612 36,546 72,609 


*Cram’s Report. 


A FOREIGN EXCHANGE A COMMODITY PRICES 
1932 1931 1932 1931 

3.92 France...... 3.944% 3.98 Silver.. 0.29 ness: 
5.26 Italy 5.16% 5.23 7/16] Flour. . 4.40 4.55 

13.90 Belgium*....13.9714% 13.89% | Coffee. 07% 05 
23.82 Germany... .23.73 23.81 Sugar.. -039 5 
14.069 Austria..... 14.00 14.00 15.64 17.76 
olland . .40.45 40.07 4% Steel. ...27.00 30.00 
26.80 Denmark.. .20.74 26.74% .03 04% 
26.80 Norway..... 19.86 26.75 % | Copper. 06 09 
26.80 Sweden..... 20.32 26.76 A -028 0395 
49.85 Japan...... 33.06 49.37 -1960 2585 
42.45 Argentinay..25.19 34.68 Cotton 0625 1 
#12.00 ramiy..... 5.95 7.35 1.52% 2.65 
1.00 Can. Dollar .90.25 99.95 Gasoline. .103 113 


*Belga. {Paper Peso. {Paper Milreis. §May futures (old contracts), 
#Approximate; not yet fixed by law. 


Weekly Car Loadings 


Freight car loadings indicate current sectional business conditions, 
Loadings from the 15th to the 15th generally indicate earnings for the 


current month. 
Week ended Same 
March 19 week Chase 
0 


EASTERN DISTRICT 1932 1931 
40,822 52,541 —22,2 
Chesapeake & Ohio.............. 25,156 27,685 - 91 
Cleve., Cinn., Chicago & St. L.... 21,008 22,950 — 84 
Delaware & Hudson.............. 13,249 15,106 -12.2 
Delaware, Lackawanna & Western. 15,398 17,143 -101 
Norfolk & Western............... 19,082 21,436 -11.0 
New York, New Haven & Hartford 23,581 27,415 —14.0 
New York 46,995 59,978 —21.6 
New York, Chicago & St. Louis... 13,323 16,629 —19.6 
Western Maryland............... - 6,928 8,322 -16.7 
SOUTHERN DISTRICT 

Atlantic Coast 12,924 21,926 
Louisville & Nashville............ 20,674 27,575 —25.1 
Seaboard Air Line......... 10,329 15,545 —33.6 
Southern Ry. System............. 30,603 40,444 -43 
NORTHWEST DISTRICT 

Chicago & Great Western...... 5,901 -13.3 
Chi., Milw., St. Paul & Pacific.... 24,131 29,871 -19.2 
Chicago & Northwestern..... 28,086 36,577 -21.0 
Great Northern............... 11,528 
Northern Pacific............ 12,187 -18.9 
CENTRAL WEST DISTRICT 

Atchison, Topeka & Santa Fe..... 23,262 28,548 —18.5 
Chicago, Burlington & Quincy..... 21,671 27,838 -22.2 
Chicago, Reck Island & Pacific.... 18,589 24,586 -m44 
Chicago & Eastern Illinois........ 5,460 5,834 - 64 
Denver & Rio Grande Western.... . 3,384 4,528 -25.1 
Southern Pacific................. 16,385 21,959 -25.2 
Union Pacific.............. 21,741 -18.3 
SOUTHWESTERN DISTRICT 

Kansas City Southern........... — 4,204 —326 
Missouri-Kansas-Texas........... 7,060 7,968 -114 
Missouri Pacific................. 20,940 27,783 —24.6 
St. Louis-San Francisco........... 10,608 14,006 -4) 
St. Louis-Southwestern...... 3,542 4.546 —18.2 
Texas & Pacific.................. 6,461 9.581 —32.6 


(Compiled from American Railway Association figures) 
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Why the Investor Needs 
Unbiased Investment Magazine 


SHOW THIS TO 


SOME INVESTOR 


THIS 


E LIVE in an age of specialization. A cen- 

tury ago each of our ancestors had to be a 
Jack of All Trades in order to maintain a bare 
existence. Modern civilization has increased the 
prosperity and happiness of the people by devel- 
oping specialists for each type of work. 

In the days before reliable investment experts 
were available the losses suffered by investors 
were staggering. Many unscrupulous financial 
promoters extracted millions of dollars of tribute 
each year by selling utterly worthless securities. 

Thirty years ago a new element was injected 
into the investment field when an unbiased in- 
vestment publication was established by Mr. 
Otto Guenther. The purpose of this publication 
was to help the small investor, as well as the large 
one, place his surplus funds in a manner that 
would secure maximum income yield and profits 
consistent with that reasonable degree of safety 
which is imperative. 

While it is obvious that any investment ser- 
vice is not infallible, it is the opinion of many of 
our satisfied subscribers that no service at any 
price has, over a period of years, been of greater 
value to investors desiring sound analyses from 
a strictly unbiased source. 

No individual investor can hope to make a 
complete study of the whole investment field and 
select the outstanding opportunities from time to 
time as well as our large staff of trained experts, 
who specialize on this one subject. It would be 
just as inefficient for you to try to make your 
own shoes as it is for you to make your invest- 


SPECIAL OFFER TO 


INVESTORS 


ments without the benefit of the training and 
knowledge necessary to discriminate between 
overvalued and undervalued securities. 


Exceptional Value for $10 


On account of the great increase in our sub- 
scription list since 1902 it is possible to offer 
the following unsurpassed Threefold Investment 
Service for only $10.00 per year: 

(a) Fifty-two weekly issues of THe Financrau 
Wor.tp—each issue replete with sound analyses 
and advice as to which stocks and bonds are 
attractive. Besides an unsurpassed weekly Bond 
Department we have frequent analyses and lists 
of attractive opportunities for investors who are 
especially interested in Bonds and Preferred Stocks, 
with a list of the best purchases currently available 
for conservative investments. 

(b) Twelve monthly issues of ‘Independent 
Appraisals of Listed Stocks.’’ This valuable 
reference book is revised monthly and gives earn- 
ings, prospective dividend changes and many 
other facts you need to know about 1000 stocks 
listed on the New York Stock Exchange, and 350 
N. Y. Curb Stocks. 

(c) As a subscriber you have the valuable privi- 
lege, Free, of consulting our Confidential Advice 
Department by letter, in accordance with its 
regulations (see rules in coupon below). 

While many investors say THe FInancrab 
Wortp is now better than ever, our editors 
promise some valuable changes and new features 
which you can not afford to miss. 


EXPIRES MAY 


{If you are already a subscriber, please show this to a friend} A-:13 


THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


Here is my check for $10 in full payment of the following 
special offer: 


fa} 52 weekly issues of The Financial World {Canadian and 
Foreign Postage, $2 extra}. 

fb} 12 monthly editions of “Independent Appraisals of Listed 
Stocks”—an indispensable manual full of vital investment 
data and ratings. 

{c} Free privilege of writing for advice several times each month 

by enclosing a stamped, self-addressed envelope with each 

inquiry. {Each inquiry must be confined to a single security.} 

{d} Reprints entitled “25 Selected Low Priced Stocks,” and 
“Ten Sound Common Dividend-Paying Stocks.” 

fe} Reprints of “Sound Investment Rules” and “Handling Your 
Capital Intelligently.” 
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switched 
they’re 


Oxcz a woman smoker has been intro- 
duced to Camels it’s a case of love at first 
light. The first cool, mild fragrant puff of 
smoke from this fresh cigarette is sufficient 
to win her to Camels’ ever-growing ranks 
of friends. ; 


Maybe it’s because her throat is more 
sensitive than a man’s that she’s so quick to 
gtasp the difference between the mildness 
of this air-sealed cigarette and the stinging 
bite of parched or toasted tobaccos. 


Blended from choice Turkish and mild, 
sun-ripened Domestic tobaccos, Camels are 
made with just the right amount of natural 
moisture and kept that way until delivered 
to the smoker by the Camel Humidor Pack. 


These cigarettes are never parched or 
toasted. The Reynolds method of scientifi- 
cally applying heat guarantees against that. 

If you haven’t smoked Camels Iately, per- 
haps you’ve been missing something. Why 
not switch over for just one day? After 
you’ve known their rare, throat-easy mild- 
ness, then leave them—if you can. 


R. J. REYNOLDS TOBACCO COMPANY 
Winston-Salem, N. C. 


“Are you Listenin’ ?’ 
R. J. REYNCLDS TOBACCO COMPANY’S 
COAST-TO-COAST RADIO PROGRAMS 


Camel Quarter Hour 
Columbia Broadcasting System 


Prince Albert Quarter Hour 
National Broadcasting Company Red Network 


See radio page of laal 
newspaper for 
time 


wrapping from your 

package of Camels © 1932, R. J. Reynolds Tobacco Compa 
after you open it. The 

Camel Humidor Pack 

is protection against 

perfume and powder 

odors, dust and germs. 

In offices and homes, 

even in the dry atmos- 

phere of artificial heat, 

the 

Pack can 

Camels every time 


- 

. 

: 

gl? 

hi 


